- - ~ — 


» MARKET OUTLOOK AFTER LABOR DAY + 


, 





‘ 


TPN NLWA BE? 
WALL STREET 


amd BUSINESS ANALYST 



















PROSPECTS FOR 
ALL LEADING COMPANIES 
—UNDER NEW FORCES 
IN THE MAKING 


* In This Issue « 


AIRCRAFTS ¢ RAILROADS 
FARM, OFFICE, AND ELECTRICAL 
+ EQUIPMENTS * MOTOR ACCESSORIES 


/ 


/ it \ 2 ies 





- an nn A ce eS 


Few would listen to him... YET— 


—far too many people depend on 
sources of financial information which are no more 


reliable than the fortune-teller! 


These are the people who accept worthless tips— 
from well-meaning friends—even from strangers 


who may not be so well-meaning. 


They act upon “tip sheet” lures of self-styled 
“experts” who are willing to predict the future course 
of almost everything —including the prices of 
securities. Such tipsters may promise you 

quick, easy riches—something no responsible 


adviser would do under any circumstances. 


On what, then, should the person who seeks a 
legitimate investment depend? On facts. 


On good judgment, based upon facts. 





Given sufficient factual information, it is possible 
to appraise the financial condition of a 

company, its operating ability, its competitive 
position, its prospects... and to arrive at 


a reasoned investment decision. 


The New York Stock Exchange has, for many years, 
led a successful movement to make more 
information available about its listed securities. The 
facts are to be found in the reports of listed 
companies, in data filed with the 

New York Stock Exchange and the 

U. S. Securities and Exchange Commission, 

in the financial pages of the newspapers, and in 


the offices of Member Firms of this Exchange. 


We urge you to make use 


of this information. 


New York Stock EXCHANGE 
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REEVES BROTHERS, inc. 


DIVIDEND NOTICE 


A dividend of 25c¢ per share has 
been declared, payable October 1, 
1947, to stockholders of record at 
the close of business September 3, 
1947. The transfer books of the 
Company will not be closed. 


J. M. REEVES, Treasurer 
August 20, 1947 


al) DONT Et. tig — 


WILMINGTON, DELAWARE: August 18, 1947 
ihe Board of Directors has declared this day 
regular quarterly dividends of $1.12% a share on 
the outstanding Preferred Stock — $4.50 Series 
aad 87'4¢ a share on the outstanding Preferred 
S.ock—$3.50 Series, both payable October 25, 
1947, to stockholders of record at the close of 
business on October 10, 1947; also $2.00 a 
share, as the third interim dividend for 1947, 
on the outstanding Common Stock, payable 
September 13, 1947, to stockholders of recocd 
at the close of business on August 25, 1947. 

L. puP. COPELAND, Secretary 




















COLUMBIA PICTURES 
CORPORATION 


The Board of Directors to- 
day declared, on its Com- 
mon Stock, a dividend of 
$.50 per share usually de- 
clared at this time, and the 
same additional dividend of 
$.50 per share which was 
declared last year, payable 
on September 24, 1947 to 
stockholders of record Sep- 
tember 9, 1947. 
A. SCHNEIDER, 

Vice-Pres. and Treas. 

New York, August 20, 1947. 
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Allegheny Ludium Steel Corporation 
Pittsburgh, Penna. 
At a meeting of the Board of Directors of the 
Allegheny Ludlum Steel Corporation, held on 
Aug. 7, 1947, a dividend of forty cents (40.) 
per share was declared on the Com- 
mon stock of the Corporation pay- 
able Sept. 30, 1947, to stock’ olcers 
of record at the close of business 
Sept. 10, 1947. 
E. J. HANLEY, 
Secretar, & Treasurer. 














SOUTHERN PACIFIC COMPANY 
. DIVIDEND No. 118 
A QUARTERLY DIVIDEND of One Dollar 
($1.00) per share on the Common Stock of this Com- 

ny has been declared payable at the Treasurer’s 
Ofixe, No. 165 Broadway, New York 6, N. Y., on 
Monday, Jung, 16, 1947, to stockholders of record at 
three o'clock P. M., on Monday, May 26, 1947. The 
stock transfer books will not be closed for the pay- 


ment of this dividend 
J. A. SIMPSON, Treasurer. 
New York, N. Y., May ae '947 


a Johns-Manville 


JM Corporation 


DIVIDEND 
Th__Board of Directors dee aed a dividend 
of 35. per share on the Common 5 | ch (ay 
able S -prember II, 1947, tu holders ui ccc rd 
 asust 29, 1947 
ROGFR HACKNEY, Treasurer 
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After decades of political and religious strife under British domination, 488 million Indians 
rise to a new status among independent nations. Now looms the big problem of whether 
internal cleavages between the Moslems and Hindus, the Princes and party leaders, can 
be harmonized as hoped and planned. It remains to be seen if the new order can bring 


eventual higher living standards and economic progress to this miserably living fifth of the 


world’s population. 
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The Trend of Events 


INVESTMENT INCENTIVES ... Granted that the main- 
tenance of full employment at high wages is now the 
accepted goal for well sustained prosperity, and gen- 
erally adopted by both labor and industry, the part 
that capital must play to assure success is forced 
more than ever upstage. Under the aegis of Free 
Enterprise, the citizen with money to risk must be 
rewarded as adequately as the worker with his brains 
and muscles. Otherwise, there could be no moderni- 
zation or expansion in the employment-creating facil- 
ities to produce and distribute goods, that is unless 
taxpayers were forced to contribute capital under a 
totalitarian system. In other words, the element of 
incentive to provide new tools and jobs must be fos- 
tered wherever rational in order to keep our industrial 
progress headed in the desired direction. Under cur- 
rent conditions when labor is clamoring for a larger 
share of corporate profits, despite fears that these 
may eventually narrow to the vanishing point, it is 
evident that steps must be taken to boost the courage 
of hard pressed investors. Any sensible moves to am- 
plify the supply of risk capital or its potentials for 
reward should be considered as a matter of national 
concern. With the current cost of plant replacements 
alone far above allowable depreciation limits, the 
problem of where the capital is to come from to fill 
the void has become a serious problem. Add to this 
the soaring costs of expansion programs and the 
uptrend in inventory values, and the imminent needs 
for more and more capital has become only too clear. 
When Congress reconvenes, two measures aimed at 
encouraging investors should be tops on the agenda. 
One of these, the elimination of double taxation upon 
corporate earnings should be a number one “must.” 
Since the undesirability and unfairness of the present 


tax rules on this score have long been admitted by 
leaders in Congress and in the Administration, 
prompt action rather than further debate would be 
wise. The discussion has dragged along entirely too 
long. Most constructive in swelling the volume of in- 
vestible funds would be a corrective by which a 
larger supply of earned profits should be made avail- 
able to investors rather than to the tax collection 
who already has taken all that he is entitled to, and 
then some. Second step on the list should be to do 
away with the capital gains tax, that irrational curb 
upon venture taking, that in itself involves only a 
few hundred millions when it comes to raising Fed- 
eral income. Matched against the potential gains for 
the economy if freedom to undertake common busi- 
ness risks without a tax penalty were granted, as is 
the case in all other nations, we would have to think 
in terms of many billions. It has been most unsound 
by labor to fight for the retention of this tax, for the 
workers would gain substantially if it were placed in 
the discard, and capital begin to flow in to provide 
greater opportunities for them. Hope is that Con- 
gress will close its ears to such ill-advised lobbying 
“— provide a corrective at the earliest moment pos- 
sible. 


PRICES .. . Action by the Ford Motor Company to 
raise the price of a dozen or more of its car models 
illustrates the inevitable result of still climbing costs 
for wages and materials. This concern was widely 
acclaimed, even by Washington, for its public spir- 
ited move to reduce prices earlier this year, in the 
hope that increased production would warrant the 
experiment and encourage other industrialists to 
adopt similar policies. But after mature experience 
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and with as reliable cost accounting as any to be - 
found in the economy, it was found that the former 
program was impractical. In other words, the con- 
tinued shortages of essential steel, thousands of 
necessary parts, along with a steady uptrend in their 
prices and mounting wages, have forced Ford to 
follow the example of General Motors and Chrysler 
by upping prices for its products. Mr. Henry Ford 
2nd succinctly explained the action by his company 
in pointing out that to keep on a sound economic 
basis, “We need a profit to insure our continuation 
as a sound unit in the national economy and to pro- 
vide a reasonable degree of security for our em- 
ployees.” Indubitably, Mr. Ford’s reasoning had an 
entirely sound base, for in his special industry the 
upspiral of wage costs among suppliers, as well as 
in his own plants, had definitely imperilled his make 
or break status. This goes to show that even such 
an outstanding advocate of high wages and low 
prices as Mr. Ford at times has to face the realities 
of simple arithmetic. With no relinquishments of his 
long held ideals, cold facts have forced him to alter 
temporarily his cherished policies. 

Fortunately enough, this instance of a rise in 
prices does not necessarily herald the advent of an- 
other upward twist in the inflationary spiral for the 
entire economy. The automobile industry is among 
the relatively few now remaining where demand still 
far outstrips supply and the major competing units 
feel safe in boosting prices. Additionally, the complex 
operating structure of the automobile makers, with 
their dependence upon numerous outsiders for sup- 
plies renders their profit margins unusually sensi- 
tive to rising costs, for so many of these are beyond 
their control. In some other fields, petroleum for 
instance, the demand-supply ratio is equally favor- 
able, but smoother and more highly integrated oper- 
ations are permitting satisfactory profits with little 
or no excuse for further price boosts at any level. 
Standard Oil Company of New Jersey deserves spe- 
cial praise for its plea for steady prices for oil prod- 
ucts under current conditions in a sellers market. 
On the other hand, it should be realized that Mr. 
Ford, too, would give a good deal if it were finan- 
cially possible for him to preach the same gospel and 
nin from lifting the prices of his many car 
models. 


RECORD INCOME... During the current period of 
unprecedented peacetime prosperity reports of high 
corporate profits have become so commonplace as to 
arouse little more than casual attention. But now 
comes the Department of Commerce with statistics 
to show how the average individual in the United 
States fared during the 1946 period. It seems that 
during the past year the per capita income for the 
entire country rose to $1200, an all time peak, and 
more than twice the $575 average for 1940. This is 
indeed heartening news, for it shows that despite 
the increased cost of living since Pearl Harbor, the 
average citizen, young and old included, has little 
ground for complaint, considering the increment in 
annual income. Above all, the figures disclose that 
corporations have rather amply shared their pros- 
perity with the people as a whole. In appraising the 
results, however, it should be borne in mind that in- 
come payments to individuals include not only wages 
and salaries; but the net income of unincorporated 


businesses, including farms—along with dividends, 
interest, public benefits, pensions and the muster- 
out pay of veterans. And per capita terms apply to 
babies, the aged and other non-income producers. 
Viewed from this angle, the improvement in aver- 
age income becomes still more interesting. On the 
other hand, as always happens, the distribution of 
income in various areas was not equally apportioned 
as to gains. The largest percentage rise in total in- 
come shown last year compared with 1945 was in 
Iowa, with 27%. In Florida, Louisiana and Missis- 
sippi, curtailment in war activities precluded any 
rise in income payments. In 1946, the per capital in- 
come in Mississippi was only $555 compared with a 
peak showing of $1703 for Nevada, and with New 
York ranking next with $1633. Lower living costs 
in the South perhaps tend to lessen these disparities, 
as indicated by the fact that all 15 of the Southern 
States were among the 16 with the lowest income 
averages. 


VENEZUELAN ROYALTY OIL... Although petroleum 
revenues in Venezuela last year were the equivalent 
of about $148 million in American dollars, compared 
with $32 million in 1938, this oil-flush nation seems 
headed for an even better showing during 1948 and 
1949. Enviable, debt-free Venezuela has been offer- 
ing royalties covering about 40,000 barrels of crude 
oil daily for the period ahead mentioned and the 
bids received show the extent to which some foreign 
nations are vying to land the prize. Outstanding in 
the contest was Brazil, with an offer to buy 1.5 
million barrels with a bonus ranging from 20 cents 
U.S. per barrel up to 51 cents over the standard 
price at time of sale. As an additional incentive to 
the Venezuelans, Brazil offers unrestricted exports 
to them of rice, corn, cotton seed oil, cotton and 
wool fibers and the like, all of a character urgently 
needed. Belgium, Italy, Portugal and Uruguay of- 
fered to take substantial amounts of crude oil with 
smaller bonsuses. D. M. Moore of Texas wanted 35.76 
million barrels, naming a bonus of 15.125 cents per 
barrel, provided he could arrange transport, and a 
Philadelphia concern offered to take about 27.3 mil- 
lion barrels with a less generous bonus. Venezuela 
is in a very happy position with her wealth of oil, 
and intends to move slowly until she can find out 
just the best bartering arrangement. 





“America must have an aircraft industry cap- 
able of rapid expansion. Our ability to shorten 
any war—to save money and precious American 
lives—will be in almost direct proportion to the 
speed with which in the event of war we could 
produce effective planes. We must stay ahead of 
the world in research and development and in the 
improvement of combat aircraft. We must also 
keep a commanding lead in the volume potential of 
the aircraft industry.” 

Hon. Kenneth Royall 
Secretary of the Army 

The above statement for The Magazine of Wall 
Street is Secretary Royall’s first exclusive formal 
statement to any publication. It is of particular 
interest in connection with our article on the Air- 
craft Industry on page 592. 
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OPENING THE FRONTIERS 


B y suggesting that Europe take stock of its 
assets, Secretary of State Marshall has inspired the 
first constructive thinking since the war’s end. Al- 
ready it is bearing fruit. In fact the healthy analysis 
of ways and means has, in the suggested customs 
union, produced a most practical solution for trade 
revival and closer collaboration between the states— 
a condition highly to be desired if Europe is to get 
on its feet—preventing further Russian encroach- 
ment—and even a shooting war. 

Nationalistic rivalries and lust for power have 
been responsible for the periodic disasters that have 
befallen the people of Europe. Only under great lead- 
ership capable of uniting various principalities and 
states did Europe prosper. The break-up of the 
Austro- Hungarian empire 
after World War I proved “A CLAIM 
to have been a great mis- 
take. It destroyed a bal- 
anced economic entity, and 
the small independent 
states which rose out of 
the ashes, floundered be- 
wilderingly with the ex- 
ception perhaps of Czech- 
oslovakia who acquired 
the great basic industries 
as well as a desirable bal- 
ance of agriculture. 

In an attempt to bolster 
their economies, these 
small states destroyed 
their potentials by setting 
up unbearable tariffs even 
for goods merely in tran- 
sit. This ill-considered ac- 
tion brought business to a 
standstill for by the time 
the goods reached destina- 
tion the costs were pro- 
hibitive, especially if they 
had passed through several countries. 

Tourist trade, too, fell off seriously as the short 
distances between the newly formed nations multi- 
plied the number of problems for travelers. One 
might breakfast in one country, lunch in another and 
have dinner in a third—and, each time you were 
obliged to convert your currency at usurious rates 
of exchange to pay your bill. 

At every frontier you were beset by harrassing 
customs men seeking to collect a full tariff on your 
personal effects in transit—while exchange officials 
sought to confiscate the other, currencies you car- 
ried or tried to force conversion to local money, even 
though you were not planning to stop over. 

The continuing economic weakness inherent in 
this situation reached such a point of business stag- 
nation that plans for reforming the Austro-Hungar- 
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ian empire were seriously discussed in the chancel- 
leries of the great nations, but various rivalries pre- 
vented any constructive action. Finally, Germany 
believing herself to be possessed of a greater talent 
for organization and administration than any other 
people in Europe, decided as a first step to extend 
her borders to include these troubled states. The re- 
sult was World War II. 

Today it is generally agreed that a customs union 
leading eventually to a United States of Europe 
would overcome the nationalistic problems and rival- 
ries, bringing economic stability and prosperity to 
the suffering people. That this is possible has been 
well established by Switzerland where Italians, 
French and Germans have lived in peace and har- 

mony for generations. And 
STAKED” there is a new hope in the 
projected customs union 
between Belgium, The 
Netherlands and Luxem- 
bourg which is showing 
every sign of being work- 
able and practical, despite 
the many problems and 
obstacles that need to be 
overcome. 

That Russia recognizes 
the soundness of an asso- 
ciation of states is evi- 
denced by the plan she 
herself is pursuing in the 
Balkans. Therefore, the 
Soviet government in 
seeking to prevent a cus- 
toms union in the west- 
ern states is not doing so 
because she does not be- 
lieve it to be a sound proj- 
ect, but because she feels 
that the consequences of 
the stimulating economic 
rehabilitation that would ensue in the west, would 
show up the weaknesses in the Soviet system. 

The Marshall plan has every chance of success if 
we are to judge by what Gen. MacArthur has ac- 
complished in Japan working on the same ideas— 
and the progress made in Italy despite opposition 
and attempted sabotage by Communists. Too—the 
methods used by our government have frustrated 
the Russian subversive campaigns in these countries 
and there is every possibility that under the right 
conditions we can be just as successful in western 
Europe. 

The very fact that the realistic French are defi- 
nitely leaning toward the west speaks volumes for 
the prospects—coming at a time when the struggle 
between the United States and Russia is at a boiling 
point. French leaders (Please turn to page 615) 
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Market Outlook After Labor Day 


decline; while further upside tries are prob- 


We regard recent market action as relatively 
satisfactory, considering the scope of the pre- 
ceding May-July advance. Close test of the old 


lows sems unlikely any time soon respite recent 


By A. T, MILLER 


iM fortnight since our last previous discussion 
of stock market potentialities was presented has 
been characterized by relatively small change in the 
daily averages or weekly indexes, together with a 
very low average volume of transactions. August has 
yet to see a million-share day and will be the least 
active month thus far this year. So far as the gen- 
eral public is concerned there seems to be scant in- 
clination at present to assume risks in new buying. 
On the other hand, there is to date little inclination 
to liquidate existing holdings, although the general 
trend of the market in the past two weeks has been 
on the downward side. 

Perhaps one should not try to read significance 
into so narrow and apathetic a market. Certainly the 
indications provided by a more decisive up or down 
move, on more normal volume, would carry more 
weight than can the minor straws yielded up in re- 
ment sluggish market currents. However, it is our 
feeling that the general public’s attitude, heretofore 


able after Labor Day. Maintain previously ad- 
vised positions in securities, with about 25% 


“of funds held in reserve for future buying. 


cited, probably has longer term constructive marke 
implications as a practical matter; and that th 
whole performance, since the July recovery hig 
were made in the averages, might have been muci 
worse in view of the disclosure of critical conditio 
abroad. 


The Earmarks Of A Normal Correction 


From May 17 through July 24, the Dow-Jone 
industrial average advanced 23.64 points, by far the 
largest rise since the August-October, 1946, co 
lapse in prices. Over approximately the same periogé 
the rail average advanced 10.47 points. That recoy 
ery has now been followed by four weeks of slov 
decline and flattening-out tendencies. As of the clos 
August 25, there were 9.28 points of the gain in 
industrials cancelled and 3.54 points of the advance 
in rails eliminated. The duration of this reaction, i 
percentage scope and the volume evidence accom 





MEASURING MARKET SUPPORT 
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DEMAND FOR STOCKS 


(AS INDICATED BY TRANSACTIONS 
AT RISING PRICES) 


SUPPLY OF STOCKS : 
(AS INDICATED BY TRANSACTIONS 
AT DECLINING PRICES) 
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panying it all tend to suggest that if 
probably is a normal technical corre¢ 
tion in an intermediate uptrend mar 


ket, and that it is about over, at leasi’@S indi 
in points. rt 


On the whole, it qualifies as a pretty 
important downside test of the marke 
How successfully this test will be me 
will not be clear for a week or moré 
but we doubt if there will be any shar 
break. Were there a real liquidating 
movement in progress, the averages b) 
now would be much nearer to the Ma) 
lows. Our surmise is that following : 
firming tone the next significant test 
probably is on the upside. A surpas 
ing of the July highs would be de 
cidedly encouraging and could possibl 
have major bullish implications, de 
pending on its detailed charactertistic 
A failure might foreshadow a more ex 
tensive downswing than we have re 
cently had. 
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Meanwhile, the evidence provided b} employn 
our Support Indicator is satisfactoryUs cou 
with respect to commitments made oméesperat 
its previous uptrend indication. Thaje” credi 
is, it shows nothing pointing to serioug4stified 
deterioration in total demand foge® stric 
stocks, relative to total supply. ThaWith sn 


Support Indicator Favorable 


THE MAGAZINE OF WALL STREEMAUGU: 


esent “balance” is such 





at a moderate improve- 
nent on the demand side 
puld carry the market 
igher. The interpretation 
.- Sit Tight. (This natural- 
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aintaining 75% invested 
ositions in most (i.e., typi- 
al portfolios) with a cash re- 
erve of 25% to be retained. 
There is nothing new in 
he basis domestic economic 
markegituation. Business activity 
iat th@ontinues to hold near all- 
, high@ime peak levels. There is no 
n mucmveakening in commodity 
\dition#prices. On the contrary, de- 
eriorating prospects for the 
947 corn crop suggest either 
ontinuance of present high 
rices, or further rise for the 
v-Jonemajority of food items, for 
far tha further time to come. This 
6, cof course, implies new wage 
-perioffemands, concerning which 
recovgne CIO has already served 
xf slowdvance warnings _ pretty 
e closa@much as it did in the pre- 
rain impeding “rounds.” It has had 
dvanca@jhe usual coincidental aid 
ion, itqrom the Administration — 
accommais time in the threat of 
that j@nti-trust investigation. The 
correcetter will get some head- 
d marines, but lower no prices as 
it leasfi¥as indicated by the action 
bf Ford in raising prices last 
prettyreek. As long as consuming 
narket#emand holds at high levels, 
be me™most corporations can profit handsomely in this 
r moravage-price spiral. On balance, demand is holding 
> sharmpnd is perhaps even increasing. If some people are 
datingpeing priced out of markets, others who had been 
ges b leferring buying on hopes of lower prices are now 
e Mawileciding it is useless to wait. There is evidence 
wing § bointing that way in such disparate fields as apparel 
rt tesnd building. 
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is, de™ In view of the experience of the last year or so, 


tistics@t is hard to imagine a sustained decline in stock 
yre ex@prices without a visible and important deterioration 
ve regn business activity and corporate earings. That is 

ot in sight; and it may not hinge as much on export 

rade as some now suppose. Under present conditions 
> uch of this outward movement of goods is unes- 

sential as far as it concerns maintenance of full 
Jed byemployment and a reasonably balanced economy in 
actoreais country, regardless of whether the goods are 
ade omeesperately needed abroad. The shipments, largely 
- Tha credits which will never be repaid, may be fully 
eriou@Ustified on strategic or humane considerations; but 
d fomen strict economic grounds we would be better off 
- Thawith smaller exports. The durable goods involved 
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could be readily sold here. The small percentage of 
our total food supply going abroad suffices to feed a 
continuing and general price inflation at home. We 
are skeptical that the threatened shrinkage in ex- 
ports will frighten the market. 

On the other hand, it is equally hard to argue for 
a sustained bull market until investors become con- 
fident enough to put a much higher value on postwar 
corporate earnings. It is not only that current earn- 
ings are priced low—often from only three times or 
so for speculative stocks to ten times for some of 
the best stocks—because of doubtful continuity, but 
also a fact that investors have their sights set too 
low on normal earnings. 

Important change in confidence might hinge partly 
on 1948 political indications, partly on the outcome 
of the Marshall policy for Europe. Desperate need 
and American firmness might conceivably tip the 
scales toward a workable realism, giving a great 
psychological lift to the entire western world. Mean- 
while, the worst alternative we can see for perhaps 
quite a time to come is a trading range market. We 
suspect that in this period it would be a good thing 
for the average investor to put more emphasis on 
selectivity and income return, and less on the short- 
run ups and down of the averages—Monday, Aug. 25 
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The Fight 
against 
WORLD 

CRISIS 


e@eeeeeeeeeeeeeeeee 800 
By V. L. HOROTH 


2s here have been many signs for some time 
that Great Britain and friendly nations on the Con- 
tinent of Europe are in for a postwar crisis of major 
proportions which is bound to have serious reper- 
cussions on other parts of the world including the 
United States. With but a few exceptions, the recov- 
ery on the Continent—not to speak about China and 
Southeastern Asia—has bogged down. True, produc- 
tion has been restored to the pre-war level, and in a 
few countries even beyond it. But the current volume 
of goods—which seems to be defying every effort to 
increase it—is simply not large enough if all post- 
war requirements have to be satisfied: (1) war 
damage repaired, (2) worn-out equipment replaced, 
(3) deferred demand for food and clothing satisfied, 
and (4) vast social programs maintained. Last but 
not least, because of Russia’s ambition and disinte- 
grating influence, many European countries find 
themselves supporting peace-time armies more than 
twice as large as ever before. 

The true significance of this situation was hidden 
as long as the United States helped out either 
through direct relief or by lending money. With dol- 
lars, Europe could somehow manage to buy here 
tools and machinery for re-equipment of her fac- 
tories and add to the meagre supplies of her con- 
sumer goods—food and clothing. But gold and dollar 
assets could not last forever. The bottom of the 
barrel is in sight. 

The pinning-up and shoring of European econ- 
omies has been going on since last Spring. The bar- 


field to 
exports 
year’s | 
target. 
Britain 
$4 billic 
$7.5 bi 


® left fro 


Canadia 
billion 1 
Great B 


® balance 


The s 
courage 
tic. Im 
must so 
age En 
war. TI 
more e> 
during 
full for 
tically, : 

On to 
was giv 


‘w B if the C 


* 2 


Photo by Press Assi 


Our aid in shipping needed supplies and in helping Euro- 
pean nations to combat political intrigue must be sustained 


rierstates, Greece and Turkey, separating Russia 
from the vast oil reserves in the Middle-East, were 
among the first to be helped. The crisis in Italy, 
France, and the Netherlands was temporarily staved 
off by dollar loans from the Export-Import Bank 
and the World Bank. By far the most serious is, 
however, the dollar crisis that broke out less than a 
month ago in Great Britain. Its seriousness lies not 
only in the repercussions that it may have through- 
out the sterling area and Western Europe, but also 
in the weakening of Great Britain as an outpost 
against the spread of Russian influence. 


Gloomy News from Great Britain 


The crisis in Great Britain was precipitated by 
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several developments. The disappointment that un-§! 


der the Marshall Plan no aid may be forthcoming 
until next Spring may have contributed to the 
drastic step taken by the Labor Government. The 


rush on the part of Britain’s creditors to convert} } 


their pounds into dollars may have been another 
cause. Demand for dollars has been far greater than 
had been anticipated because of a loophole in the 
controls over the blocked pounds. This caused the 
British to suspend convertibility of sterling into dok 
lars as of midnight August 20 everywhere with ex 
ception of United States, the Philippines and certain 
Latin American countries. 

British export industries have been slipping, de- 
spite tremendous demand for goods, thus leaving the 
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field to the Americans. Measured by volume British 
exports have actually declined slightly from last 
year’s level and, of course, have failed to reach the 
target. During the second quarter of this year, Great 
Britain was still exporting at the rate of only about 
$4 billion a year, while importing at a rate of nearly 
$7.5 billion. With only a balance of $400 million 
left from the American loan, $600 million from the 
Canadian loan, and the last-stand reserve of. $2.4 
billion in gold and dollars in the Bank of England, 
Great Britain could not afford to have an unfavorable 
balance of trade of nearly $3.5 billion. 

The steps taken by the labor Government to dis- 
courage imports and to encourage exports are dras- 
tic. Immediate cuts in imports from dollar areas 
must soon be witnessed. In certain respects the aver- 
age Englishman will fare worse than during the 
war. There will be far less tobacco and it will be 
more expensive. The diet will be even drearier than 
during the war, and ration coupons are coming back 
full force. Foreign travel allowance was cut dras- 
tically, and so was the gasoline ration. 

On top of that, the Prime Minister asked for and 
was given emergency powers of such latitude that, 
if the Government sees fit, it can turn the country 
into a totalitarian state. Just like during the war, 
the Government will have the power to curtail the 
operations of various unessential industries and 
transfer the workers released from them to essen- 
tial industries: coal mining, steel industry and the 
trades working for export. The Government will also 
have power to intensify the system of priorities for 
raw materials and fuels, to slow down the housing 
program if necessary, and to make cuts in armed 
forces. 

Thus two years after the war, instead of leading 
the other countries back to a freer economy, instead 
of stimulating private enterprise and relaxing war- 
time regulations, Great Britain will attempt to solve 
her plight by more controls, more regulations, more 
planning, and, undoubtedly, more bureaucracy. Will 








U. S. Postwar Loans and Grants | 
Allotted | 
(Potentially 


Available) 


Unused as of 

July 1, 1947 

(Estimates) 

| GRANTS 

UNRRA 
Post-UNRRA Relief 
Military Relief 
Greek-Turkish Aid 
Int. Refugee Org. 
Post-War Lend-Lease 


$2,700,000;000 
332,000,000 
3,000,000,000 
400,000,000 
71,000,000 
1,100,000,000 


$ 332,000,000 
600,000,000 | 
385,000,000 | 

71,000,000 


————| 


| Total $7,603,000,000 $1,388,000,000 
LOANS 

Lend-Lease Credits . 

Surplus Property Credits 
Merchant Ship Credits 
Philippine Credits and Grants 


British Loan : 


$1,400,000,000 
1,200,000,000 
210,000,000 
700,000,000 
3,750,000,000 


$ 200,000,000 
50,000,000 
525,000,000 

1 000,000,000 





| Total $7,260,000,000 — $1,775,000,000, 


| INSTITUTIONAL LENDING 
Export-Import Bank 
International Bank . 
International Monetary Fund 


$2,800,000,000 
3,175,000,000 
2,750,000,000 


$1,700,000,000 
3,000,000,000 | 
2,700,000,000 | 





Tota! $8,725,000,000 


$7,400,000,000 | 





Grand Total $23,588,000,000 





} 
$10,563,000,000 

















it work this time? The decision that the Attlee Gov- 
ernment took early this month not only places at 
stake the future of the Labor Party, but the future 
of planning and socialism in general. What if the 
far-reaching measures fail—as they probably will— 
which way will Great Britain turn then? 


Caught Coming and Going 
What is the United States going to do? Are we 


—knowing how much there is at stake—going to 
support the Labor Government in what may be its 


Premier Attlee proposes an $800 million slash in Britain’s imports—but even this is inadequate 
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Comparison of the Bituminous Coal Mining 








Industry in the United States and 
the United Kingdom 
As compiled by the Bituminous Coal Institute, Washington, D. C. 
(Data for 1946 unless otherwise indicated) 
United States United Kingdom 

Total Production . 532,000,000 212,000,000 

Employment : 400,000 650,000 

Seam Thickness (feet). aa 5.1 4.00 

Depths of Seam (Shaft Mines) (feet) 189.7* 1,254 

Underground Production Per Man-Day 

on 5.04 1.12 
Percentage Stripped 19.0 4.9 
Reserves (Including Anthracite) 3.2 trillion 209 billion 
Reserves Per Person (including Anthra- 

cite) (tons) _.... 23,000 4,000 
Population 141,500,000 49,000,000 
Production Per Person (Tons) 3.8 4.3 
Number of Mines (1945)... 7,033** 1,570 
Animals Used in Mines (1944). 6,762 24,530 
Per Cent of Underground Production 

(1945) Power Loaded. 47.3 1.3 
Per Cent of Underground Production 

Hand Loaded on Machine... 8.8 69.4 
Per Cent of Underground Production 

Hand Loaded on Cars 43.9 29.3 

100.0 100.0 

Cut by Machine... 90.8 81.54 

Cut by Hand... 4.0 18.5 

Shot from Solid 5.2 0.0 

100.0 100.0 

Per Cent Wages Are of Total Costs of 
Production (1945) .. me 60.2 70.8 

Labor Costs Per Net Ton (1945) 

: Dollars) ee : 1.76 4.57 
Total Costs Per Net Ton (1945) 

(Dollars)... : ze 2.93 6.46 
Total Wage Bill (Dollars) I billion 900 million 
Avge. Weekly Wage (1945) (Dollars) 52.05 23.57 
Fatality Rate Per Million Tons of Under- 

ground Production (1945)... 1.95 2.81 
*From a sample of 580 shaft mines. Source: Accident Analysis Division of the 

Bureau of Mines. The deepest shaft was 839 feet located in New Mexico. 
**Production more than 1,000 net tons in 1945. 

#includes coal cut by pneumatic picks. (Pneumatic picks are not in use in 
U. S. mines and cutting by picks in Britain and cutting by the machines 
in U. S. are not really comparable.) 

(From American Metal Market, issue of Feb. 26, 1947) 
































last lap? Are we going to ease the provisions of the 
Anglo-American Loan Agreement and possibly lend 
more dollars to aid a Government which is on the 
way to become a totalitarian regime—even if it 
claims to be, as do the Governments in France, Italy, 
and other European countries, the barrier to the 
even more dangerous totalitarianism of Russia? 

Or should we withdraw from Europe rather than 
be accused of interfering in her internal affairs? 
Should we let the European 
































Great Britain? Is not the heavy personal income 
a penalty that stymies private enterprise and init 
tive in our own country? 

But we must also realize that the cessation 
lending will bring about a sharp drop in expor 
which unquestionably are a main prop of our ow 
current business boom. Are we ready to face b 
ness recession, lower prices and perhaps lower wage 
and what may be a long period of slow deflation 

That is how, in a nutshell, the situation looks 
present. The Hobson’s choice that we are facing 
have been somewhat oversimplified insofar as th 
consequences are concerned, but the fact remair 
after two years of sincere effort, after contributiz 
or earmarking for relief and international reconstrug 
tion some $23.5 billion, we seem to be caught comin 
and going. 

As will be seen from the accompanying table, ¢ 
the $23.5 billion put up by this country for interr 
tional aid, over one-half has already been spent. 0 
the remainder, some $7 billion represent the funds 0 
the Export-Import Bank, the World Bank, and th 
International Monetary Funds that are to be used fe 
certain specific purposes such as the stabilization ¢ _ 
oby Wide W 


currencies and the encouragement of trade. Actually 
less than $3 billion remain —in addition to dollar 
assets accumulated here during the war, which argWest Coast 


g a Pac 


about $6 billion. The remaining loans and dollar ba De cee 


ances are being drawn on, however, at an annual rats 

exceeding $10 billion, and hence will not last very long 
Did the World Respond to Our Help? 

The time has come to stop and ponder why the 

world is seemingly in a worse mess than it was tw 

years ago, why we are facing an international crisi 





countries lie in the beds of their 





own making, as former Ambas- 
sador Kennedy suggested, even 
if this may mean the engulfing 
of a few more of them by the 
Eurasian hordes of Russia? 
Should we cease throwing 
good money after bad and stop COAL 
lending? Should we be honest 
and admit to ourselves that a 
large proportion of the goods 
now being shipped abroad, is 


being paid for by loans which = 
will never be collected? Should WHEAT FLOUR 


we go on increasing our own 
debt when, despite all the lend- 
ing and giving, things may go 
askew anyhow, as they did in 








Industries Where the 1947 Value of 

Exports Far Exceeds Previous Peak 

Years—Making Them Vulnerable to 
Future Foreign Trade Decline 


AGRICULTURAL MACHINERY 
AUTOMOBILES 


CONSTRUCTION MACHINERY 
COTTON GOODS 
ELECTRICAL EQUIPMENT 
OFFICE APPLIANCES 

NAVAL STORES 


Adverse repercussions of declining exports must not 
be over-emphasized as there remains deferred do- 
mestic demand for many of these products which 
would absorb goods not sent abroad. 
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of the first magnitude. What was wrong with oum produc 
help? We certainly cannot be accused of being ung lowing 
generous. and m. 
In our American way, we have tried to do internal) keen ¢ 
tionally what we would have done individually in anf} West 1 
of our communities. The stories in which a commu, making 
nity chips in to provide a fellow—who is known ti manent 
be a hard worker and worthy of help—with tool} populat 
livestock, and seed—when all his possessions hav! measur 
been destroyed by fire or tornado—are not mereli§ manuf: 
moving picture stuff. There are real stories taking In tl 
place in dozens of our communities every year. are be 
_By giving European countries relief and financial} their r 
aid, we hoped to put them on their feet again. But wh by far 
also hoped that they would work hard and help them} U. S., 
selves. Some did. The Belgians, for example, put thei} wealth 
house in order as early as the Fall of 1945. They taxed§ industy 
themselves to balance thei} bankin. 
budget and keep inflation i etc., ar 
check. They allowed industrie#! defendi 
and business a reasonable free Calif 
dom. Private initiative did tha! which 
rest. Today Belgium is one off erness 
the few European countrie# pectors 
that do not need additional’ populat 
help. called 1 
Unfortunately, Belgium is al ing Ste 
exception. In Great Britain an# in viev 
various Continental countries§ water 
the people, dissatisfied ani Southv 
worn out from the war, wert A ca 
sold a socialist or communis} called 1 
Utopia which promised then} vs. We 
that they would be deliverei# Men ai 
from profit-minded employers and av 
(Continued on page 615) Change 
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lest Coast Ocean Ports are serv- 
g a Pacific trade which has 
own strongly reviving aspects 














EAST 









TNNDEAYAYA ate | 
SGuare ob 


FOR 


- $,3 
J 


ESN 


_ the current high rate of national 
production and trade, which has been achieved fol- 
lowing the curtailments due to reconversion, strikes, 
and material shortages, there is now emerging a 
keen competitive struggle between the East and 
West for business supremacy. The West Coast is 
making aggressive efforts to capitalize and hold per- 
manently its wartime gains in industry as well as in 
population, but the East Coast is taking determined 
measures to combat any encroachment upon its 
manufacturing and financial status. 

In this regional battle, the positions of leadership 
are being taken by New York and California for 
their respective groups of States. New York, with 
by far the largest population of any State in the 
U. S., has for a century ranked first in the total 
wealth produced by its fertile agriculture, diversified 
industrial production, wholesale and retail trade, 
banking, investment, insurance, foreign commerce, 
etc., and thus is in the position of the “Champion” 
defending his title. 

California is the formidable young “Challenger,” 
which a century ago was hardly more than a wild- 
erness and waste-land, attracting a few gold pros- 
pectors, but has now climbed next to top place in 
population among the States of the U.S. It is often 
called the “Colossus of the West” by its neighbor- 
ing States, where the sentiment is not too friendly 
in view of the controversy raging continually over 
water supply, upon which a large portion of the 
Southwest is dependent for its very existence. 

A considerable degree of restraint is, of course, 
called for in analyzing this competition of the East 
vs. West, or New York vs. California, if business 
men and investors are to keep a true perspective 
and avoid exaggerating the significance of the 
changes now taking place. Four qualifications might 
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BATTLE 


Photo by Thornton 


By WARD GATES 


be kept in mind: 

First, the news reports are in many cases written 
in so sensational a style as to suggest that either 
one, or the other, is “winning” an industry, whereas 
the likelihood is that most of the important indus- 
tries will in the future be shared by both. For ex- 
ample, the newspapers tell of New York’s “bid” to 
the moving picture industry to move East, or of the 
West’s determination to have its “independent” steel 
industry—neither of which is probable or economic- 
ally desirable. 

Second, the idea that if one section gains, the 
other must lose, is fallacious. Economic development 
is not like a boxing bout, where one wins and an- 
other loses, but a form of progress where the in- 
creased prosperity of one section benefits all others 
with which it exchanges goods and services. If the 
country continues its long-term rate of growth, 
spared from another war, both the Empire State 
and the Golden State, standing at the gateways to 
the world beyond the Atlantic and the Pacific, can 
look forward to conditions of well-being and mutual 
helpfulness almost beyond measure. 


Coasts Closer Together Despite Competition 


Faster air transport is bringing the East and 
West closer and closer together. They are getting 
better acquainted every day. The “New York Times” 
has just made arrangements to have its regular edi- 
tion, printed in New York, on sale in California the 
morning of the same day. 

Moreover, it must be recognized that the country’s 
larger business enterprises are already established in 
both sections, and steadily extending their growth 
through branches as the opportunities present them- 
selves. There is hardly a large corporation having 
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People make markets so the 
East Coast has an advantage 
in concentrated population 






headquarters in San Francisco or Los Angeles that 
does not have a New York office ,and vice versa. 

Third, the keen but friendly competition between 
regions produces some sweeping assertions of the 
“chamber of commerce” variety that should be dis- 
counted liberally, and the “titanic struggle” is often 
enlivened by bizarre notes. For example, the rapidly 
growing sports clothing industry in California has 
protested, quite naturally, against the adoption of 
the label “California” for similar apparel made else- 
where, yet a U. S. Court of Appeals has just ruled 
that New York manufacturers have a perfect right 
to use the name “California” in their trademarks. 
Another example is the promotion, by Gary Davis 
of Beverly Hills, of a new three-wheel automobile, 
made of tubular steel and aluminum to sell for 
$1,000, yet at the same time California has banned 
the sale of stock by the new Tucker Corporation. 

Fourth, the attitude of Californians is extremely 
proud and independent; they (in common with 
Westerners generally) have a certain distrust of 
New York, and are sensitive about being ranked 
second in anything. Of course, in many things they 
are already far ahead of New York, and of all other 
States — such as aircraft production, automobile 
registrations, or the value of agricultural products. 

A typical illustration of this attitude is found in 
the professional baseball situation. Despite the per- 
ennial rumor of Los Angeles buying the franchise 
of the St. Louis club in the American League, and 
assuring an attendance 10 to 100 times greater, they 
apparently do not want to join an Eastern league, 
where their club would be away half of the time. 
They now have games every day of the season in 
that area, with either Los Angeles or Hollywood, as 
well as in the north, with San Francisco or Oakland. 
What they do want is to have the Pacific Coast 
League given the same status as the National and 
‘American, so that they will not be subject to the 
draft of players and have to operate with a com- 
bination of youngsters and castoffs. 


Reason for West Coast Progress 


The various reasons for the rapid economic ad- 
vance of California and the Pacific Northwest might 
be summarized under three heads: long-term popu- 
lation growth, tremendous natural resources, and 
wartime expansion of industry. Between 1940 and 
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Los Angeles, seeking fashion eminence, is cooperating with 


1945, the civilian population of California increased 
27%, whereas the total civilian population of the 
U. S. remained practically stationary. More people 
mean more consumption of goods, including those 
purchased from the East, and also more production 
of goods, including those sold to the East. 

The amazing economic growth in California since 
the war is indicated by the accompanying three 
tables showing the 1946 sales (of $10 million and up- 
wards, for calendar or nearest fiscal year) of repre- 
sentative corporations having their headquarters 
there, and percentage changes from 1939. Aggregate 
sales of these 63 companies increased during the 
period from $1.1 billion to $2.8 billion, or by 153%. 


Sales of Leading California Manufacturing Corporations 
in 1946, and Percentage Change from 1939 

Sales 

1946 


% Chg. 
1939- 
1946 

Arden Farms Co +295 

Byron Jackson Co +192 

California Packing Corp +155 

Capitol Records, Inc +..* 

Clorox Chemical Co +298 

+196 

Consolidated Vultee Aircraft Corp 

Creameries of America, Inc 

Crown Zellerbach Corporation 

Di Giorgio Fruit Corp 

Douglas Aircraft Co., Inc 

El Dorado Oil Works 

Emsco Derrick & Equipment Corp 

Max Factor & Co 

Food Machinery Corporation 

Garrett Corporation 

Golden State Company, Ltd 

Knudsen Creamery Co +343 

Langendorf United Bakeries : 7 +143 

Lockheed Aircraft Corp +222 

Marchant Calculating Machine Co } +209 

National Automotive Fibres +198 

North American Aviation, Inc +103 

Northrop Aircraft, Inc 5 +...% 

Paraffine Companies, Inc + 22 

Plomb Tool Company +1540 

REMMI RECS ene oo ng skin eng ets eat +124 

Rheem Mfg. Co +331 

Ryan Aeronautical Corp +1320 

S. & W. Fine Foods, Inc +-252 

Solar Aircraft Co 

Soundview Pulp Co 

Van de Kamp’s Holland Dutch Bakers 

Weber Showcase & Fixture Co 

Western Condensing Co 

*Comparable figures for 1939 not available. 


+277 
+121 
+214 
+286 
+189 
+129 
+..* 
+561 


“ee 
4296 


+124 


+74() 


California has become, as already 
stated, the No. 1 State in value of 
agricultural products, which com- 
prise almost every type of crop and 
livestock but are made up chiefly of 
fruits and vegetables. In its Central 
Valley alone, south of Oakland, some 
220 different crops are grown, in- 
cluding one-half of the world’s sup- 
ply of dried fruits. Many of the 
State’s major industries are based 
upon the processing and packing of 
food products, including fish. 

This agriculture is almost wholly 
dependent upon irrigation, and the 
tremendous expansion in farm out- 
put and income has been made pos- 
sible by numerous hydro-electric and 
irrigation projects, to which many 
additional units are planned there 
and in the Columbia River Basin of 
Washington and Oregon. 


California’s recognized art schools in developing designers 
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These products have supplied not only the 
“water of life,” but also cheap power, which 
has stimulated the growth of metallurgical 
and manufacturing industries. While electric 
power financed by public funds is a highly 
controversial subject as to national policy, 
and not germane to this discussion, the fact 
of practical importance is the marked ad- 
vantage which cheap hydroelectric power 
offers to industries in California and the 
Northwest. A secondary advantage is its 
freedom from interruptions by coal strikes. 

An enlarged supply of skilled labor is 
available in the West, although the heavy 
postwar demand has kept unemployment to 
a minimum. West Coast residents are for the 
most part stable and satisfied, with the 
largest proportion of home ownership in any 
part of the U. S., despite the unorthodox 
polito-economic schemes for “sharing the 
wealth” continually arising there. 

California faced one of the most serious 
problems of postwar readjustments, due to 
the mushrooming of its aircraft and ship- 
building industries during the war, but its 
speed and skill in handling the transition 
furnishes one of the best records of any State. 


California’s ‘Secret Weapon” 


One of California’s strong points, or “secret 
weapons,” has been its ability to get things done— 
for example, new housing — instead of allowing 
things to be tied up in almost endless labor disputes 
between rival unions as has handicapped new build- 
ing in the East. Labor and management on the West 
Coast have gotten along together quite well, with 
a few notable exceptions such as the strikes in the 
movie studios, and among ship and dock workers. 


Photo by Allied Artists 


Scene from “It Happened on Fifth Avenue” filmed in New York, 
which seeks to recover movie business lost many years ago 











Sales of Leading California Trade Corporations 
in 1946, and Percentage Change from 1939 


Sales 
1946 
000s 
$ 23,972 
38,506 
103,320 
16,068 
16,511 +162 
55,986 +161 
27,546 + 93 
: +400 
+141 
+100 
+121 
+149 
+183 
+138 


% Chg. 
1939- 
1946 
+ 98 
+137 
+310 
+269 


Barker Brothers Corp 

Broadway Department Store, Inc 

HE UIOCH SONGS Savoia a .ci5i4.5)4:56 Gevelare wo miare 
City of Paris 

Ducommun Metals & Supply Co 
Emporium Capwell Corp 

Hale Brothers Stores... ¢..:5.. 3:0 o00eeis ene 
Lucky Stores, Inc 

| Market Basket 

| Rexall Drug, Inc 

| Roberts Public Markets............... 
| Roos Brothers 

| Thrifty Drug Stores Co 

Raphael Weill & Co 














| Sales of Leading California Petroleum and Other 

| Corporations in 1946, and Percentage Change from 1939 

% Chg. | 
1939- 
1946 
+ 21 
— 23 


Sales 
| 1946 
| 000s 
| Amer. Potash & Chemical Corp........ $ 10.645 
| Bunker Hill & Sullivan Min. & Con. Co.*. 13,811 
Consolidated Steel Corp. Ltd 21,677 
Foster & Kleiser Corp 10,910 
Gladding, McBean & Co 11,313 
Hancock Oil Company 11,664 
Hearst Consolidated Publications...... 132,033 
Homestake Mininge Co.*....... 2... 00 11,154 
Richfield Oil Corp 68,855 
Signal Oil & Gas Co 43,810 
Standara Oil Co. of Calif... .. 2... 22; 372,797 
Superior Oil Co 24,507 
Union Oil Co. of Calif 122,854 











*Decrease reflects curtailed operations in 1946. 











Western Department Stores........... +220 








With respect to raw material supply, California’s 
position is favorable in some lines, but less so in 
others. On the one hand, in addition to the industries 
based upon the processing of local foods, there are 
many others based upon local timber and mineral 
resources, including varied metallic ores and de- 
posits of building materials. On the other hand, the 
raw and semi-finished goods that must be brought 
in from the Midwest or the East carry heavy freight 
charges on the long haul, and the railroad and truck 
routes through the mountain passes are limited in 
number and costly in operation and maintenance. 
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Western Ocean Ports Serve Expanding Pacific Trade 


This is not to say that California is not well 
served by transportation facilities. A constantly in- 
creasing portion of its high-value merchandise ship- 
ments ,as well as passenger travel, is now by air. 
Moreover, its ocean ports are handling several times 
as large a volume as before the war, and may be 
destined to grow far larger in the years ahead. 
Most all of the American shipments go through 
these ports to the Far East, where economic recov- 
ery since the war has been somewhat better than in 
Europe. An increasing volume of imports also should 
be received, including sugar, tin, rubber, hemp, bur- 
lap, silk, vegetable oils, resins, cashew nuts, drugs, 
spices, tea, bristles, and many other products. 

Turning now to the East Coast, and more specifi- 
cally to the State of New York, it will be found that 
California has by no means all the advantages. 

First and foremost, people make markets, and 
New York business enjoys a far larger market for 
its finished and semi-finished products because of 
the concentration of population in New York, plus 
neighboring New England, (Please turn to page 619) 
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By JOHN D. C. WELDON 


Es increasing influx of interim reports has made 
it possible for us to appraise more clearly whatever 
trends may seem to be developing in various seg- 
ments of the economy, than was the case in discus- 
sing this subject in the previous issue of the 
Magazine of Wall Street. Quite clearly the greatly 
expanded dollar volume achieved by industry as a 
whole during the first half has brought a gratifying 
uptrend in over-all net earnings compared with the 
last half of 1946. Comparisons with the first half 
of last year naturally reveal much larger gains, but 
do not carry as much significance really, because 
general conditions early in 1946 were rather chaotic, 
due to strikes, reconversion handicaps and wide- 
spread shortages. For what it may be worth, it is 
probable that industrial earnings in the first half 
of the current year were approximately twice as 
large as in the relative period of 1946. 

As for the showing by different industry groups, 
while the majority of manufacturers reveal an up- 
trend in net earnings compared with their showing 
for the last six months of 1946, the minority with 
less encouraging reports was fairly sizeable, con- 
stituting perhaps a third of the total. Accountable 
in large part for this poorer status was the evident 
squeeze upon profit margins when costs of labor 
and materials surged up more rapidly than volume, 
impressive though gains by the latter factor often 
were. In general, the producers of drugs, cosmetics, 
food products, liquors and malt products seem to 
have experienced less favorable going than in the 
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previous period of a half 
year’s duration, both as 
to volume and profits. 
The impact of heavy in- 
come taxes and rising 
living costs upon the 
consumer apparently 
has curbed willingness 
to purchase so-called 
luxuries to a considera- 
bleextent, with corre- 
sponding influence upon 
the sales of producers 
of many such items. 
Then, too, the adequate 
filling of pipelines that 
stimulating sales for 
manufacturers notmany 
months ago, has largely 
ceased to be a factor 
any longer, that is to 
say in numerous lines. 

In scanning the indus- 
try groups that showed 
improvement in sales or 
earnings during the two 
consecutive half year 
periods, current study 
indicates that producers 
of chemicals and paint, 
paper and pulp, steel, 
automobiles and electric 
equipment fared excep- 
tionally well in rolling 
up net profits. These 
special groups continue 











to be favored by enjoy- § 


ing a demand in excess 
of supply, thus enabling 
them to retain prices on 
a firm level or to adjust them upwards more nearly 
in line with rising costs. And on top of an insisten 
domestic demand foreign buyers are still filling their 
books with substantial orders at attractive prices. 

Reports of the wholesale and retail trade show 
that a rather decided downtrend in net earnings 


has developed. Some of the large wholesalers have | 


been forced to absorb abnormally big losses due to 
markdown of inventory values, and a substantial 
drop in volume as retailers suddenly pulled in their 
horns and abandoned forward buying. In this par- 
ticular field, the worst of this tough situation is 
now probably past. Wholesalers’ inventories are re- 
ported to be in much more satisfactory balance, and 
they have come through the ordeal not too uncom- 
fortably in cases where their working capital was 
ample to meet the shock. The retailers in the chain 
and mail order fields have fared better than the 
large department stores generally, and their earn- 
ings reflect adroit merchandising policies, as applied 
to rising sales. But profit margins of most of the 
large department stores have been constricted by 
long continued markdown sales, rising costs of 
operation and in some cases by consumer resistance 
to high prices. In this field, it seems likely that 
profits will continue to level off on a lower status 
than formerly, but for the full year will appear very 


satisfactory compared with prewar results. One § 


reason for the less satisfactory earnings of the de- 
partment stores has been their commendable cau- 
tion in clearing their decks for a possible business 
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recession, although this may not materialze in the 
near term. As a result, their inventories have been 
radically reduced by midyear as a rule, are in far 
better balance than earlier in the year, and their 
treasuries are in first class condition to finance new 
purchases on a conservative basis. Henceforth it 
is not improbable that the merchandisers will be 
able to show better than the meager 2.6 cents profits 
on their sales dollars achieved by a comprehensive 
group during the first half. 

In our previous article discussing earnings for 
the first half, we suggested that a comparison of 
second quarter net with that of the first quarter 
might prove more significant than those of any two 
six months periods. This idea is strengthened by a 
tally of 310 manufacturing companies made by the 
National City Bank, where second quarter earnings 
in the aggregate were 114% below the first quarter. 
Especially to the front in this reckoning were 29 
steel concerns that experienced a 20% drop in net 
compared with the first quarter. But even this 
rather discouraging showing does not necessarily 
foreshadow the development of a continued down- 
trend, for the producers of steel have since been 
confidently lifting their prices, and with no adverse 


effect upon their incoming orders. Whether or not 
a large proportion of the many other concerns are 
in a sufficiently happy position to check a downtrend 
in net is another matter. Undoubtedly many of them 
will not be able to do so, now that the supply of 
goods is fast increasing and competition is becoming 
heavier. Hence it is quite possible that between a 
downtrend in profits by some concerns and a slow- 
ing up in the earnings expansion rate by others, 
that future interim reports may not continue to 
provide quite such favorable comparisons for indus- 
try as a whole, as have recently been apparent. Now 
that the sellers market is rapidly vanishing, such an 
eventuality should not arouse undue pessimism, how- 
ever, for it would only signal the return of industry 
to normal peacetime expectancies. 

On an appended table we have listed 30 repre- 
sented concerns principally chosen because they are 
in different industries or in special divisions of their 
general form of enterprise. In supplying statistics 
to show net earnings for each of the six past quarter 
years, we have made it possible to visualize at a 
glance the divergent progress made by the various 
concerns during the past eighteen months ended 
June 30, although in a_ (Please turn to page 619) 











Quarterly Earnings and Dividend Record of Selected Companies 





—— 1946 Quarterly Earnings 


| First Second Third Fourth First 


— 1947 Quarters— 12 Months 
Second Earnings 1946 1947-to-Date PriceRange Price 


Price- 
Recent Earnings 
Ratio* Yieldt 


Latest 


Dividend 1946-47 








| Allis Chalmers Mfg........def$ .89 def$2.65 def$3.42  $6.82def$ .98 


$ .94 


$3.36 $1.60 $1.20 62%4-30% $36 10.7 





| American Chicle.................. .57 55 
1.82 





1.00 


3.17 


1.66% 1.33% 56-40 55 
1.80 


1.65 1.300 4412-18 











| American Locomotive...... 
2.96 


| American Newg.................... 
| 





44%2-185% 21 
3.69 1.85 











4.29 





| Bethlehem Steel............ 2.99 


2.0772 60 -28% 30 
14.89 6.00 








| Bohn Aluminum & Brass. ae 


114%4-76V/2 88 
4.88 2.50 








| BristoleMyers..oon 1.03 1.24 








| Canada Dry Ginger Ale.. é 49 44 
| —_ — 








| Caterpillar Tractor........... 











Chrysler....... 








Climax ‘Molybdenum... 





| Commercial Solvents......... 











General Cigar...................... 








Hazel-Atlas Glass............... 





Holland Furnace.................... 











3.70 
1.38 


3.94 
1.72 


| International Bus. Mach. 2.84 a 








| Minn.-Honeywell Reg... 


4.21 15.29 4.50 














| National Dairy Products 


2.18 4 ae 


732-34 37 
31% 45 = 19-12% ‘15 
9 44172-15% 17 
1.00 .50. 
1.20 374-244 27 
250-189% 2 
3.71 : 1.35 451%4-27%e 32 











| National Lead. 1.15 


1.76 


35%. 38 
3.00 2.25 81%2-49% 59 
1.20 90 
321-19 
220 
29 “75 «405%-25% 32 


2.40 50 8 73 
1.50 1.87%2  70%2-37% 59 
75 404-24 
401/2-21% 26 
1.13 5.21 1.50 68%-45 55 
2.91 


11.0 











| Purity Bakeries. 1.17 1.19 


|Radio Corp. of America. 17 12. 13 14 








| Revere Copper & Brass. def.36 
| Simonds Saw & Steel... 94 





2.030154) (172 





| Sterling Drug. 
| | EERE eer oes " 








1.66 





| Thompson Products........... Ys 4 





1.02. 1.26 ~—-2.10 


| Union Bag & Paper........... 
6.08 








| United States Rubber... . 
Warner Brothers................ . -76 -63 
Weston Electrical Instr. 1.69 2.16 2.45 

*—Based on Latest 12 Months Earnings. 


t—Based on 1946 Dividend. 
(a)—Based on 1947-to-date Dividend. 











385-25 32 7.4 


“19 = 7% = 82 10.7 











1411.85 


4.78 


125 a 


3.60 


1.66 6.44 
1.52 6.81 





31%4-14 20 3.1 
2.10 61-38% 45 6.6 8.0 


























1.90 1.50 63 -35% 39 W2 49 
83% 7065/6 7512-51 so O38 1.4 
2.55 602 2.00 .75 69%-38 6 76 43 
2.42 680 1.30 1.50 39 -18 34—i«S.Os«4. AL) 
10.86 = «3.00 4.00s—«80 40%) GK i(ié«iSSC«O«SL 
.702—=—«3.22)—~S—*«*2 i Y2s—s«‘*d=«SOs*«‘iaSC-3%™_O:—=*«‘*SSC(<i«‘«é‘a‘:~SC«#WNWOL DD 
60 = 5.78) 2.00Ss«*d«.SO3%4-35% 20 39St—« 
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INESCAPABLE fact standing in the way of any sub- 
stantial cut in the national tax load is the circum- 
stance that this country still is, and for many years 
will continue to be paying for the war. Comparison’s 
of 1948 outlays with those of 1939, the last pre-war 
year, serve no useful purpose. Then, the cost of vet- 
erans services and benefits was little more than one- 





WASHINGTON SEES: 


The White House-Justice Department plunge 
into the field of price rise causes is taken here to 
be “strictly for the record.” One reason for this con- 
clusion was President Truman's press conference 
comment that discovering the factors which bring 
about higher costs is not insurance that they will 
be beaten down; another is the knowledge here 
that much of the material in the areas singled out 
for study already is in the files of the Department 
of Justice. 

Attorney General Clark's expertly handled pub- 
licity on his intent to use the criminal provisions 
of the antitrust laws to break up monopolies and 
price-fixing agreements was very pleasing to 
labor unions, smarting under the Taft-Hartley Act. 
It was intended to be pleasing to them. It was, 
in fact, the Administration's answer to the union- 
eers demand that something be done to balance, 
or offset, the new strictures on labor practices— 
something equally punitive. 


There is no national publicity to be gained by 
tackling the small fry; therefore, harpoons will be 
aimed at the big corporations. Just prior to 
Pearl Harbor, the Justice Department had more 
than 30 large companies under investigation. The 
basic material already had been gathered before 
concentration on the war caused a suspension of 
the studies. Now it needs only to be brought up 
to date. But even that will take more time than the 
casual student of pricing may suspect, for there 
are legalisms to be considered. There is little 
a that any prosecution can be completed 

efore election time, even though the shadow- 
boxing and record-making begins months in ad- 


vance, 








By E. K. T. 


half billion dollars; today it is more than eight 
billion dollars. Then, interest on the public debt was 
less than one billion dollars; now it is more than five 
billion dollars. Proposed tax reforms may re-shuffle 
the load, but the fact remains that the receipts can- 
not be slashed materially. 

TWO YEARS after VJ-Day, argument still waxes 
warm whether it was militarily necessary to drop 
the atomic bomb on Hiroshima. President Truman, 
who made the decision ‘which caused the greatest 
man-made destruction of any single incident in his- 
tory, realizes the topic is a lively one, seized upon the 
anniversay to reiterate lives of United States na- 
tionals were saved by the A-Bomb. Opponents says 
Japan was in extremes at that point; that the war 
would have ended by the close of 1945 regardless of 
the bomb and even without Russia’s entry into the 
War of the Pacific. Military men are being criticized 
in a manner which could affect the future attitude of 
the services toward the bombs—unless, of course, it’s 
found other nations have them. 

RUMORS which have persisted for many months that 
labor unions contemplate sponsoring a cooperative 
movement in foods and consumer goods, are gaining 
strength. The idea has ‘worked out in Europe. Origi- 
nally, the subject was put forth by the CIO; now the 
AFL has taken it up. Neither labor group is in a 
position, financially or otherwise, to work out a pro- 
gram on a national basis but local groups are being 
encouraged to try it on their own levels. Congress, 
through a committee, currently is surveying the tax- 
exempt advantages enjoyed by co-ops with a view to 
eliminating them. Already“ in wrong” ‘with labor, 
Capitol Hill may go slow on that reform if the unions 
actually enter the sales field. 

SMOLDERING fires of dissension within the Federal 
Trade Commission have broken out in full blaze. 
Chairman William A. Ayres has split with Commis- 
sioner Lowell B. Mason on a fundamental point in- 
volving procedures to be followed by FTC. Ayres, 
aged veteran of the agency, favors continuance of 
the current practice which involves long investiga- 
tions and tedious hearings under stiff legalistic rules. 
Mason proposes to avoid much of the costly and time- 
consuming moves by permitting business and indus- 
try to write codes of fair competition, help police 
them. Ayres has a majority on his side. Business and 
industry will be the losers. 
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The Hughes hearing fiasco will have a terrific 


impact upon the entire GOP campaign strategy. Intended 
‘as the first major salt salvo the burst aimed at the wealthy 
aviation expert in the hope that in falling he would 
topple Elliott Roosevelt and, somehow, the Administra- 
tion, was a dud. Obvious to anyone attending the hearings 
is the fact that some of the Republican high command thinks 
Franklin D. Roosevelt is "the man to beat" in 1948. 








































Teeming with enthusiasm borne of last November's 
success at the polls, the Republicans had projected a 
slashing attack with speed the essence of the whole thing. 
No casual comment was the remark of Rep. Clarence J. 
Brown: "We'll open each session with a prayer and close 
it with a probe." 


With a safe margin of control in both houses and with committee domination 
in its hands, the GOP set out to "investigate" the Democrats out of the White House. 
Not @ single one of the 39 committees of Congress'closed its records for the session 
without setting up one or more probes for the summer months. And, if that were not 
enough, several special committees -- notably the one on war expenditures which 
tangled with “ee and Roosevelt -- did likewise. 








































































SSS eee ee 


headed by § Senator Ferguson, was to set the pace and the example. Choice of Ferguson 
as chief prosecutor was no accident; he had been elected to the upper branch of Con- 
gress on the basis of his work as a "one-man grand jury" in his home state of Michigan. 


















But the backfire was scorching. Ferguson amazed press members who knew him 
well by losing his temper. Roosevelt, on the record, was guilty of nothing more than 
indiscretion -- but if that label sticks, most persons agree, it can be pasted 
equally as well on Senator Brewster. Hughes proved more than a match for the commit- 
tee. The unprecedented retreat of the probers invited many interpretations by the 
general public, none good. 


The investigation purported to be a study into Hughes’ plane contracts. It 
barely touched that subject. The committee "on wartime expenditures” was more con- 
cerned in who rode in whose plane and why, who picked up the checks in night clubs, 
and why Senator Brewster favored an airline merger bill which is not before the special 


committee. 


Demonstrated was the lack of wisdom of departing from the reorganization 
plan which had been adopted by a bi-partisan effort and largely put into effect by a 
Republican Congress. The LaFollette-Monroney setup was to abolish all special com- 
mittees, turn probes over to legislative committees, each operating in its own 
field and proceeding with a true legislative purpose. 


Too late now either to abolish the special groups or channel studies ta the 
standing — a farcical character of the Hughes Roosevelt inquisition will 
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way. It will oti pe in abandonment of the knock-down- ia -out program planned Ww: 
the GOP. Next session, it's predicted, Congress will be more receptive to shelving 
the special committees. 


Latest techic on the part of trade association lobbies to justify higher 
costs is to relate current purchasing power to current prices and widely publicize 
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& poe findings in caid aurea s ; The “relationship b between ho: Gee factors ‘al - 
| © ways has been he cell oc but the computations, _ the past, have cluttered up re- 


searchists offices instead of being preseubed in in n smapaper snd and maesine space in 
eye-attracting pictorial a argument. 


National Association of Home Builders, operating in one of the country's 
Be most controversial fields, offers this: in 1935-39 the average worker in industry 
received $22.42 2 week and it took 223-weeks of his work to buy a home at the $5,000 
level. Today the same house costs $9,100, but the worker receives an average of re of 
' $47.44 a week and can purchase the same living accommodations for 191 weeks pay. But 
| es what about "take home pay", labor unions ask. 


| Overlapping federal and state taxation is receiving out-of-session consider- 
i: ation by several leading individuals in Congress and by a few committees. The ml- 
tiple tax sometimes extends beyond those sovereign powers, adds a third collector 
. in the local community. Wrangling over the policies embodied in the Knutson tax-cut 
measure has sharpened home town discussion and the lawmakers are hearing from their 
constituents on bigger subjects that return of, free seeds and patronage appointments. 

















































































































Constitutional bars against “ either’ federal or state levies are few. The most 
‘debated overlaps occur in cases of double income and liquor taxes and if a agreement 
can be resched (it isn't in sight now), it. probably will come on a basis of-state 
withdrawal from the income tax field, federal departure from liquor taxes. 



































Under such a plan, the federal government would retain, or increase, an esti- 
mated 18 million dollars in income taxes, give up an estimated 3 million dollars in 
liquor taxes; states would give up less than half a million in income taxes, retain 
or increase an equal amount on liquor levies. That either would hold to the present 
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There will be no Third Perey "boring from within” in thd federal agencies 
here. Associates of Henry Wallace in the Departments of Agriculture and Commerce 
are being weeded out; few are left. Even his known admirers are under scrutiny and 
many will be replaced. 


























The job of clearing Wallaceites from the Department of Agriculture was not a 
difficult one. Most of them went out with the projects Wallace had introduced. It was 
in the Department of Commerce that the major divorcements took place. Hard-headed 
businessmen have displaced the "slide rule” boys. 




















William Green's "challenge" to the “Benabl doa party to nominate Senator 
Robert A. Taft to the Presidency, coupled ot @ promise to deliver labor’ s vote 
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a isn't ; being “taken seriously sma To 








Political headquarters of both camps see no prospect of the mass of labor 
votes going anywhere but to the Democrats. That doesn't mean "delivery". of the 
entire strength. John L. Lewis, a much more potent labor leader than William Green, 
was rejected by his rank-and-file when he sought to switch the votes from President 
Roosevelt. And Lewis was the active head of the CIO and United Mine Workers 
whereas Green is merely president of a federation of autonomous unions. 


























President Truman is determined to give the Taft-Hartley labor-management bill 
a serious try. His advisers have convinced him that’s the best way to establish the 
truth of their premise that its defects will kill off the measure eventually; that to 
resist vigorous enforcement, would arm his political enemies with a forceful argument 
in support of their treatment of the labor issues. 
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1947 Special Re-appraisals 


of Values, Earnings and Dividend Forecasts 


xk 


Prospects and Ratings for Railroads, Aircrafts, Motor Accesso- 
ries, Office Equipments, Farm and Electrical Equipment Companies 


Part Iil 


Ine divergent progress of numerous concerns by 


midsummer of every year enhances the need for 
careful study of all the major industries and their 


individual components. In few past years have events 
in both the domestic and foreign fields combined 
to confuse the investor as much as is now the case. 
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While favorable factors far outweigh those of a 
pessimistic sort in the current industrial picture, the 
lack of enthusiasm in the stock market alone indi- 
cates that warrantable doubts exist as to the dura- 
tion of great prosperity. Hence it is evident that 
even with only four months left in the current year, 
to appraise potentials of many concerns for full 1947 
is by no means a simple matter for the average 
investor. 


Now that somewhat definite trends are in the mak- 
ing as to earnings, a revision of portfolios may prove 
highly constructive to their owners. In connection 
with such an undertaking, access to facts and their 
wise appraisal is a number one essential, for only by 
this method can any assurance of sustained income 
or possible appreciation be gained. 


To assist our subscribers in arriving at sound in- 
vestment decisions, the Magazine of Wall Street 
presents its Security Appraisals and Dividend Fore- 
casts at six months intervals, in addition to its reg- 
ular coverage of important developments. By this 
method, the maximum number of industries are 
periodically reviewed on the basis of all available in- 
formation, supplemented by statistical data for ready 
comparisons. Additionally, brief comments on the 
status of each company listed on the tables are 
presented. 


The key to our ratings of investment quality, and 
current earnings trends of the individual stocks—the 
last column in the table, preceding comment—is as 
follows: A+, Top Quality; A, High Grade; B, Good; 
C+, Fair; C, Marginal. The accompanying numerals 
indicate current earnings trends thus; 1—Upward; 
2—Steady ; 3—Downward. For example, Al denotes 
a stock of high grade investment quality with an 
upwards earnings trend 


Stocks marked with a W in the tabulations are 
recommended for income return. Issues regarded as 
having above average appreciation potentials are de- 
noted by the letter X. Purchases for appreciation 
should of course be timed with the trend and invest- 
ment advice presented in the A. T. Miller market 
analysis in every issue f this publication. 
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UNDER UNIFIED 
MILITARY FORCES 


By H. F. TRAVIS 


by! hough shares in the air- 
craft group have risen price- 
wise about 22% above their 
1947 lows they are still some 
28% below their peak level 
for the current year, and 
fully 50% lower than at their 
tops in 1946. The generally 
dismal earnings statements 
for last year and the pre- 
ponderance of deficits in 1947 
interim reports continue to ES 
chill speculative enthusiasm mgt by T.W.A. 
for equities in this branch 
of the economy. In half a 
dozen instances the gloom 
has depressed prices to a 
point where they are less than the net quick asset 
book values, although this is not as significant a 
factor as many investors seem to think. But signs of 
a probable improvement ahead for the strong units 
in this industry are beginning to accumulate, and 
in some instances may become realistic within a few 
months. More importantly, developments in Wash- 
ington have added substantial hopes to the longer 
range picture. In combination these two factors may 
indicate that with careful selectivity, certain air- 
craft shares can be picked out, the deflated prices of 
which provide grounds for speculative opportunity. 

Operating problems of the aircraft industry are 
so vastly different from those of any other manu- 
facturing group, that for the average investor they 
cannot be reviewed too often. It must always be 
remembered that in rising from 44th rank in the 
economy in prewar to top position during hostilities 
and then toppling with a bang to normal peacetime 
dimensions, the reconversion problems were colossal. 
The abrupt shrinkage in volume, the entailed dis- 
persion of technical personnel and skilled workers, 
and the immense cost of dev eloping new aircraft to 
meet postwar requirements, both in military and 
civilian fields, created an extraordinary test of man- 
agerial efficiency. Fortunately, these problems had 
long been anticipated and were solved with decided 
credit to the major concerns involved, or at least are 
well on the way towards solution. 

With supply shortages hampering 


production 
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Increased deliveries sh 
soon and our National Defense Program will aid in the future 
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of the Aircraft Industry 
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through 1946, deliveries of military planes dropping 
to 1,330 in the standard ‘type class, compared with 
about 47,000 in the previous year, so it is not sur- 
prising that volume of the industry fell to around 
$1 billion from the 1945 level of $10 billion. Every- 
thing considered, it would have been a miracle had 
the industry managed to avoid widespread deficits. 
And thus far in 1947 there are good reasons why 
progress towards a better earnings status has been 
laggard. The fact is that for more than a year and a 
half now the producers have been forced to live upon 
their fat accumulated from record breaking wartime 
earnings. By means of raising working capital from 
$66 million in 1939 to around $585 million at the end 
of 1946, the strong units in the field have had little 
difficulty in absorbing operating losses, and could 
continue to do so for perhaps several years to come. 


Plane Deliveries May Increase 


Looking ahead only a short distance, though, it is 
quite possible that a number of the aircraft manu- 
facturers with sizable backlog orders for military 
and commercial planes will be able to step up deliv- 
eries. In this event, a substantial uptrend in earn- 
ings could result. Months and months at best are 
required for delivery of the huge modern aircraft 
after receipt of the original order, and set schedules 
more often than not have to be scrapped because of 
changes in design or equipment during construction. 
As sales become realistic only upon delivery of the 
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planes, it will be seen that delays of any kind pile up 
overhead costs impressively, but that profits can 
mount fast when actual billings rise with speed. In 
the near term this latter factor may become in- 
creasingly noticeable, and there is a good chance 
that volume for the industry as a whole may climb 
to above $1.2 billion for full year 1947, although 
this may include a substantial portion of develop- 
ment work with narrower margins than are usual 
for construction activities. Granted that output of 


planes from the assembly lines can be hastened, the 


factor of rising costs for wages and materials should 
not tend to narrow profit margins, for most of the 
large concerns have protected themselves very well 
on this score by the wording of their contracts. 
As of December 31, 1946, the Department of Com- 
merce reported an industry backlog of around 30,000 
planes, to cost $1,128,824,233. Included in this total 
were $681,565,014 for 2805 military planes, and $477- 
259,219 for 870 of civilian type with capacity of five 
or more passengers, 15,987 or 3 and 4 place models, 
and 10,352 of 2 place type. During the first half of 
the current year, cancellation of some orders for 
transport models reduced the totals slightly, but 
though 1947 deliveries in this category may decline 
to close to 325 planes against 568 in 1946, the much 


) larger size of the remainder should swell dollar totals 


een eee ee 





substantially, in fact by twice over, conceivably. As 
for military craft, it looks as if 2000 of standard 
type might be delivered before the year end, and 
more importantly, heavy bombers of the new and 


' modern B-36s, B-50s and B-35s should soon be roll- 
‘ing off the assembly lines in gratifying fashion. 


Though the 34,306 personal planes delivered last 
year created a peacetime record by a wide margin, 
the deferred demand was largely filled, so that the 
outlook for this division is not quite so encouraging. 


Chance for Earnings Improvement 


As hinted earlier in this article, there is more 
than a fair chance that before long the sales and 
earnings of strong concerns like Grumman, North 
American Aviation, Douglas, Lockheed, Curtiss- 
Wright and United may appear a good deal more 
satisfactory to shareholders than has been possible 
during the past eighteen months. On the other hand 


' what has been worrying everyone has been the 
' longer range prospect, unless the Government took 
' prompt steps to assure a volume for at least five 
_ years ahead that would prevent a possible disaster- 


ous downspin in this industry upon which the entire 


| National Security so heavily depends. By the end 
_ of 1948, it seemed possible that when the large cur- 
rent backlog of orders for civilian planes has been 


eaten up, the airlines might wish to, or be forced to, 
rest on their oars for a while. The airlines as every- 
one knows, have had, great trouble in making both 
ends meet of late, and though their operating results 
may improve gradually, their resources are not in- 
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exhaustible. Hence, unless assistance is rendered 
them from Washington, the 1200 fairly modern 
planes they should own within a couples of years 
may become obsolescent, although they find it im- 
practical to replace them for financial reasons. As 
the passenger and cargo planes of the civilian service 
would be in immediate and urgent demand by the 
Armed Forces in the event of a sudden war, and it 
might take several years to implement a major ex- 
pansion program of new production, especially if the 
aircraft manufacturers had been weakened by a 
previous let-up in their activities, recent steps taken 
by the Administration and Congress to correct the 
situation are of transcendent importance. 


National Defense Program 


The several definite measures already put into 
force in Washington have been inspired by thoughts 
similar to those of General Eisenhower when he 
said, “We believe the air force represents the only 
immediately weapon available for retaliatory action if 
we are attacked. We must at all times have an air 
force—and a decent air force—in being.” As ex- 
pressed from another source the fact seems clear 
that “twenty years of revolutionary changes make 
it imperative that this country completely revise its 
national air policy, and imperative that a strong 
foundation of air forces, air commerce and air in- 
dustry be maintained to guard against sudden and 
overwhelming attack.” As a background for these 
constructive ideas, statistics show that of 17 aircraft 
manufacturers in 1918, only 3 had managed to sur- 
vive by 1926, and in the wake of World War II, we 
find that 8 out of 12 major aircraft concerns have 
been showing red ink for a year and a half. While 
conditions are now different from then, the analogy 
provides ground for serious thought. It now looks as 
if all leaders in the Nation had become alerted td 
the danger and aim to avoid a repetition. 

On July 17, 1947, President Truman established a 
temporary Air Policy Commission, composed of pri- 
vate citizens of highest repute and experience, to 
assist him in formulating an integrating national 
availation policy, directing them to report their find- 
ings to him by January 1, 1948. In his letter to his 
appointees. Mr. Truman included these words: 
“There is a danger that our national security may 
be jeopardized and our economic welfare diminished 
through a lowered aircraft production and a failure 
of the aircraft industry to keep abreast of modern 
methods, with consequent retarding of the develop- 
ment of air transportation.” Inasmuch as the orig- 
inal cost of developing a new model aircraft of im- 
mense size and efficiency now runs between $30 mil- 
lion and $40 million, and research to perfect the new 
jet planes and supersonic fliers will cost tremendous 
sums for many years to come, it would be fantastic 
to assume that any private (Please turn to page 620) 

















‘Pertinent Statistics on the Aircraft Stocks 





1942-45 
Avge. __ Fiscal 
Net Yr. Net 


1946 





In Dollars Per C Share 

Current 

12 Mos. 
Div. 





Price- Divi- Invest- 
1946-47 Recent Earningsdend ment 
Price Range Price Ratio Yield Rating COMMENTS 


1947 
Interim Net 





Beech Aircraft... $6.18 def$ .57 


Vo. Heavy engineering cost shaving 
30%- 5% $7 @ profits, despite satisfactory volume. 
Specialist in small planes. Near 
dividend unlikely. 


def$3.91 Je? Nil 30%-5% $7 ~~... eas 





Bell Aircraft... 6.80 def!.51 


C+I Experienced in helicopter and jet 
plane fields. Rising volume and re- 

duced expenses may produce fair 

profits. But no dividend in sight. 


30 Mr3 Nil 35'/-10% 12 whos 





Bellanca Aircraft 1.73 def.68 





Makes 4 place cruisairs. radio cabi- 
nets and aluminum truck bodies. 
Shares highly speculative. Dividend 
resumption obscure. 


Pee hi eer Meu een ri ey 3 


%W- 1%. 2 





Boeing Airplane... 4.96  def.30 


Ranks high as producer of high 
altitude bombers and transport 
planes. January backlog was over 
$210 million. Shares have specula- 
tive appeal. 


06Je6 $1.00 35 -14/, 6.3% C+2 





a ee a ee ee 42 


C2 Special zes in personal planes and 
has received million order for 
Army furniture. Small dividend per- 
haps safe. 


10Ys- 2'/, 43 





Cons.-Vultee............... 6.41 defl.77 


One of largest concerns in the field, 
with diversification in others. Heavy 
capital needs likely to hold divi- 
dends at 25 cents quarterly. 


def.49 Myé 1.00 3354-10! 7.2 C2 





Curtiss-Wright. 1.87 02 


C43 Started year with $113 million back- 

log. Sales likely to increase but no 
impressive gain in earnings prob- 
able. Conservative dividend may 


def.19 Jeb -50 4 225.0 II.1 


12Yg- 4%, 





Douglas Aircraft.......-«13.26 3.63 


be continued. 

Bg. Deliveries against $209 million 
backlog should push sales up but 
charging of development expenses 
against income will cut into earn- 
ings. Shares have speculative merit. 


defl.25My6 7.50 108%,-45'/, 57 15.7 13.1 





Fairchild Camera & Instr...... def.29 


C+3 Important supplier of airplane 
cameras, as well as for industry 
and home use. New venture in elec- 
tric drills requires retention of 
earnings in business. 


Nil 17%- 7g 8 





Fairchild Eng. & Airplane... 


AT Myl2 


Through five divisions produces en- 
gines, Duramold plane parts and 
rowboats, etc. Developing atomic 
pr i for army plane power. Divi- 
dend prospects obscure. 


Nil 83%- 2 a> wea C3 





Grumman Air Eng... .66 





Large Naval contracts likely to be 
increased through sales of execu- 
tive planes, row boats and alumi- 
num_ bodies. Prospects of rising 
earnings fortifies dividend. 


2.62Je6 2.00 52!/-17 24 9.2* 83 CHI 





Irving Air Chute... 13 def.21 


Leading maker of parachutes but 
C+3 relative! small. Stable dividend 
record likely to be continued. 


75 12.5 


Co 


13!4- 45% 





Lockheed Aircraft... 6.07 2.84 


Nil 4544-10% 120 42 C+3 backlog kx had order 


million, for 
x and fight- 
ers. Long range potentials good. 
Little prospect of early dividend. 








Martin, Glenn L. 


1947 sales may double those of last 
year but heavy working capital 


needs may defer resumption of | 
dividends for a while. 


2.25 45!/.-14 16 5.4 14.1 C+3 





North Amer. Aviation 2.70 1.16 





C43 ae up deliveries against $177) 
million backlog may improve earn. | 
ings. Strong financial status may | 
warrant liberal but irregular divi-| 
dends. | 


1.48Je9 1.00 16%- 6% 3:4" 1255 








Northrop Aircraft... 3.52 def.06 


Improved supply situation should 
benefit deliveries, but diversifica- | 
tion of output, requiring ample | 
working capital, clouds dividend | 
prospects. 


Nil 1514-542 6 C+3 





Piper Aircraft... 35 = def.05 


° Te eee a ee: Gaon osition in personal 
Nil 15Y%4- 2% 3 : C3 plane field, ont demand partly | 
offsetting dip in domestic sales. 
Earnings may improve but no divi- 


ss dend likely. | 





Republic Aviation . 2.12 def7.51 


. 2 La > Reduced development costs and 
Nil 24%- 44, 5 Cc stepped up deliveries should pull | 
company out of red, but for a time 


yet no dividends can be expected. | 


def.48 Jeé 





Ryan Aeronautical .74 


~~~ q Developing jet-propeller plane for 
C3 Navy, and has bought rights to) 
Navion from North American Avia- | 

tion. Directors omitted dividend in| 
April but may make distribution | 
at year end. | 


.30 | Se ae ae oe 7 





Solar Aircraft 1.52 86 


Fa Large replacement sales of engine | 
C+3 parts and special steels should im- | 
Prove earnings soon, perhaps per- | 

mitting small dividend. | 


130Ap 30 29%- 7% op. 4.0 





United Aircraft... 5.26 1.79 


Capacity operations indicated by | 
$285 million backlog. Outlook for | 
larger earnings good. Current divi- | 
dend probably secure. 


4IMr3 1.00 37%-16/, 19 106 52 BI 








Wright Aeronautical... 14.77 


Rates high as maker of Cyclone| 
and Whirlwind engines. Concentra- | 
tion of operations last year should | 
bring economies. Dividend distri- | 
butions seem over liberal perhaps. | 


ATJe6 5.00 106 -60 60 86 83 C+3 





*—Based on 1947 Interim Net. 
Ap—For fiscal year ended April 30. 
Je6—For 6 months ended June 30. 

Mr3—For 3 months ended March 31. 








Je9—For 9 months ended June 30. | 
My&—For 6 months ended May 31. | 
My12—For 12 months ended May 31, 1946. 
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up but|} [ 
cpenses || | 
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y merit. |f 
irplane || | 
ndustry , eG : 
“pq ii De country’s railroads, 

|) like other service industries 
ces en- |} |” ET: si 
and} |) whose charges are rigidly 
ow. |, controlled by government 
to be | | Commissions, are confronted 
execu-|| |, with a grave problem for 
“um: || | which there appears to be 
s bul] | 20 Satisfactory solution at 
idend || |) hand. Rising costs, a natural phenomenon of the 
‘order | |, Worldwide inflationary spiral, present a constant 
me for! | threat to profitable operations despite recurrent re- 
jou. || | lief obtained from rate increases and persistent pres- 
cand] | sure for greater efficiency. 
pital || | Fortunately, carrier managements have recognized 
" f | this insidious danger and have made diligent efforts 
$1771 | to set up safeguards. Effects might have been more 
may | | serious if government agencies had not adopted a 
divi: | © sympathetic attitude and moved to grant relief. 
rould | | Moreover, extraordinary traffic conditions occasioned 
mple | | by the war contributed such substantial financial 
dend | | assistance that most roads have put themselves in 
a shape to weather a storm. How long the forces of 
ales. inflation will exert a squeeze on railroad earning 
_ power is a question only the future can answer. In 
and | | the meantime, it may, be observed that the invest- 
{me | |. ment public is not unaware of the risks involved and 
+ has shown a questioning attitude toward securities 
5 to in this category for some time. Indications are that 
iin] | actual results may not be as discouraging as the 
tion more pessimistic had feared and major railroad sys- 
gine ems May experience consi y 

t y exp derably more satisfactory 


ser. || | results this year than last. 
| | At the moment the railroads are going through 
for! | the fourth in a series of negotiations setting in mo- 
‘-/ § tion upward revisions of wages and rates. The 
general belief is that some further advance must be 
granted to satisfy aspirations of railroad employees. 
og Inasmuch as costs of locomotives, freight cars and 
~ |! — fuel also have been rising rapidly, it seems apparent 
in: that another advance in freight rates must be ob- 
tained if the carriers are to avoid another period of 
unsatisfactory earnings such as experienced in 1946. 
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1947-48 Prospects for 
The RAILROADS 
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Although it is hazardous to forecast the outcome of 
such negotiations, it seems reasonable to think that 
developments may follow fairly closely the pattern 
of the past and wage increases may begin to exert 
pressure on revenues before the end of the year, 
while benefits from any higher rates may not be felt 
much before the middle of 1948. 

Benefitting from experience in previous wage-rate 
negotiations, railroad managements have taken the 
precaution this time to avoid as far as possible retro- 
activity of any wage increases that may be granted 
and to seek compensating freight rate increases to 
become effective coincident with wage boosts. Even 
though these aims may not be fully realized, man- 
agements should be able to lessen the adverse effect 
of the customary lag between times of wage in- 
creases and rate advances. If this can be accom- 
plished, the squeeze that has become all to familiar 
in the industry may not be as serious as usual. 

Machinery already has been set in motion looking 
toward the fourth general wage increase to be 
granted since the beginning of the war. The non- 
operating unions, comprising clerical forces, have 
agreed to arbitrate their demands for an increase of 
20 cents in hour in wages. Hearings opened recently 
and the decision of the arbitration board, ‘which will 
be binding on the seventeen unions as well as on 
managements, may be handed down in the course 
of the next few weeks. It is generally believed that 
a compromise figure of 10 to 12 cents an hour may 
be approved as a basis for a settlement and that the 
increase may become retroactive to the date on 
which the unions and the managements agreed to 
arbitrate. Such a settlement would give the non- 


oso 





operating employees an advant- 
age over the five brotherhoods 
who have not yet carried their 
negotiations to the point where 
the President has found it nec- 
essary to appoint an emergency 
board. Thus the time factor in 
the brotherhood negotiations 
suggest that a decision may not 
be reached before November or 
December. 


Effect of Prospective Wage Rise 


The effect on railroad earn- 
ings of any wage increases to 
be granted this year may be 
relatively small. If higher pay 











fixed charges in years in which 
the Federal Reserve Board In. 
dex of Industrial Production 
averages about 140 and should 
make satisfactory profits with 
the Index average 160. With 
business currently substantially 
above this level and showing} 
little indication of serious con. 

traction, railroad earning pow er 
may not be seriously impaired! 


sharp downward trend. 

Economists and _ analysts) 
have observed that rail oper.7 
ating revenues have a close cor-/ 











comparison was distorted dur-) 





for the non-operating employ- 
ees should approximate half 
the amount demanded, esti- 
mated at about $550 million an- 
nually, then the burden on 1947 
operations presumably would 
not exceed $125 to $150 million. 
This would not be a serious 
handicap for principal railroads and net income of 
Class I roads may be expected to exceed $500 mil- 
lion this year, compared with about $288 million 
last year and slightly less than $500 million in 1941 
which was one of the most satisfactory peacetime 
years in the history of the industry. 

That 1947 earnings, based on a seasonal projec- 
tion of results thus far this year, are likely to prove 
highly satisfactory in comparison with pre-war ex- 
perience and may not be greatly overshadowed by 
the war boom may be seen in the tabulation below 
showing yearly summaries of Class I railroad in- 
come accounts: 








Millions 
Gross Fixed Net 
Year Income Charges Income 
1946 $ 829.5 $469.4 $288.5 
1945 1,052.4 522.0 446.8 
1944 1,317.9 565.0 666.1 
1943 1,560.9 596.6 673.9 
1942 1,667.0 658.8 901.7 
1941 1,175.2 620.6 501.4 
1940 818.5 618.7 185.1 
1939 727.5 629.9 94.6 
1938 503.5 626.4 d122.9 
1937 744.5 646.1 98.5 
d—Deficit 




















Because the railroad industry is so vulnerable to 
inflationary forces that appear to be gaining rather 
than losing momentum, it should not be assumed 
that the carriers’ position is as drab as might be 
supposed from a cursory examination. Several fac- 
tors are distinctly favorable—at least for the near 
term—and hold out hope of worthwhile improvement 
over results experienced in the decade preceding the 
war. Among the important constructive influences 
which-seem capable of sustaining the railroads’ com- 
petitive position are the following: 

(1) Prospect for a volume of business comparing 
faborably with activity in 1940 and 1941. A study 
of past records indicates that in spite of higher labor 
costs the railroad industry should be able to cover 
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-cent high levels, it would seem reasonable to look 


ing the war years but unde) 
normal conditions it is esti- 
mated that gross revenues of 


mate 5 to 6 per cent of national 
income. In view of the fact that! 
wage rates seem likely to re| 
main rigid and national income 
may not decline to any considerable extent from re- 
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for railroad revenues to remain substantially above 
their depression lows. This does not necessarily) 
mean that profits would remain indefinitely at a high) 
figure because costs have risen to record levels and) 


unless the FRB should take ay 4 


relation to national income. The! 


the carriers should approxi-) 





seem likely to absorb as high a percentage as everl 
of the total revenue dollars. 

(2) Competitive transportation agencies are as| 
vulnerable to inflationary forces as are the railroads.) 
In fact trucks and coastal water carriers appear to 
have felt the adverse effects of increased wages 
more keenly than the efficient railroads. The wartime} 
experience and developments since V-J day have 
shown that competitive advantages of the motor) 
vehicles have definite limitations. The loss of freight} 
to trucks, which hurt rail traffic so severely during) 
the depression, seems to have been fairly welll 
checked. Passenger business has been taken away| 
to some extent by buses and airlines but aggressive 
railroad managements have adopted policies re 
cently that show promise of recapturing passengel} 
business through faster and more comfortable) 
equipment. Progress is being made in improving fa-+ 
cilities available for freight shipments and intro| 
duction of modern equipment holds promise of re{ 
tarding the loss of traffic to highway competitors. In} 
general, competition from other agencies seems 
likely to prove a less serious factor in the railroad) 
business than for a generation. 

(3) The trend toward increased operating effi 
ciency still offers possibilities for further reduction 
in labor costs. The trend toward adoption of diesel 
engines has been greatly accelerated since disrup- 
tions in recent years in soft coal mining. The sharp} 
advance in coal costs has strengthened the competi- 
tive position of fuel oil. Moreover, higher wages for} 
engine crews have made the time-saving in diesel 
operation especially important. i 

Concrete statistics comparing diesel and steam} 
locomotive costs are interesting to show the poten} 
tialities in the shift to oil. The Delaware, Lacka-} 
wanna & Western Railroad Co. made a study off 
locomotive costs in yard (Please turn to page 617) 
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Statistical Position of Leading Railroad Companies 





In Dollars Per Common Share 




















































































































1942-45 1946 Netfor& Current Price- Divi- Invest- 
Avge. Fiscal Mos.Ended 12Mos. 1946-47 RecentEarnings dend ment 
Net Yr.Net 6/30/47 Div. PriceRange Price Ratio Yield Rating COMMENTS 
iw = lef $.2: tf ¥%, 3! 5 Holdi likely to benefit from 
| Alleghany Corp.............def$.29 def$.44  def$.24 Nil Bs 2% 3 . C2 Haste ease y dprne sb ache jer bys: 
a eS ee es large Me goers Co soe ‘iiailialn 
i ° Bounti t in Southwes 
| — Topeka & S.F.. 19.59 13.52 6.33 $6.00 121 -66 85 6.3 7.0% 82 pees ne cae eo 
-v he = High lab tend to restrict com- | 
Atlantic Coast Line... 18.73 6.64 6.11 4.00 83 -40/, 54 81 7.4 it” isee eee onder bees 
pram + haul — “ 
aia... a a ; = T — me". ane — —~Hi ft tivit i in = 
| Baltimore & Ohio 10.07 86 1.58 Nil 30!/4- 7% 14 8.9* Cl ia end Gabt ones Eanes a> 
| a oe ee ee — for — marginal rend, “ 
| . see | P d i rantin reig 
Canadian Pacific 2.42 1.54 1.25 22%- 9/2 12 7.8 10.4 B2 he gs A pe ouuar Pay a 
| vestment income arg ba agp . 
_. "aa . iw wa -a a = a. t of t itigation on state 
| Central R.R. of N. J. 2.09  def7.21 def5.09 Nil 23%- 442 7! Cl ig celes Gad tccnmaaies sun 
| os pe a eee further uncertainties. 
eo & Ohio 3.50 3.62 2.64 JI7 3.50 66%-41'/2 48 13.2 T3 Al posi ak exag hylbntnd gy - 
Sry —— —— ~ ~ High rat f industrial tivit 
Chicago & East Illinois 2.66  def3.74 defi. 120 Nil 18l4- 342 5 q tw 2* cae ge poe ae 
aa ot a 7 7 : ° = = A Fail t ith | 
Chicago Great Western 1.59 def2.10 Nil 174-44 5! CS coals ee eee Gene a compe- | 
aa ime aren. , ‘ 
Dp Saar Dees cae a eT ee t in fi ted t 
Chic., Milw.,St.Paul&Pac.... 3.30(a) defl.I5  def.03 Nil 38/- 6% 10 Sere arene ate 
Psa of grain to — ae | 
aa ne OSES Co ha Toe oz Basar t t t | 
Chicago & Northwestern 14.81 3.13 defl.92 1.00 43'4-14/4 21 6.7 4.8 C3 Hew agp Alor Raney glare 
income —_ dividends. er 
a OSES, et ee ee ee ee , ——— — es ———_—j Picea | 
Colorado & Southern 4.80 def2.17 defl.69 Nil 41 -8 13 C3 gs ual a ead ereee Gale] 
cates = weeds ; | 
ee ee ee — E ne reese = i 4 ' it 
Delaware & Hudson 11.06 8.22 5.11 = 4.00 = 50!/-25/4 40 49 10.0 C+I pew enrol ‘Wildy ent ts dhetene 
| favorable for dividend. o } 
ar caneaer eatin aa ot — 4, —— — st i d ti ‘ci 
| Delaware, Lack. & Western 98 02 1.05 Nil 1644- 5% 8 7.6* Cl. Sauce cr ee ising coundnaien to) 
moderate ap tae pra | 
—_— — $$$. _ - —__—— —— — — —_—_— —____—_—— _ —__—_—— —__—_—— —— 1 1 
| Erie 3.02 40 a) 100 BR OR 1 (6 (COG CCC Se cee co cme ae 
| es Oe ee es ee: a , - ___ offseP increased wage costs. 
\iGraakil -34! Iron d icultural traffic heavy. | 
| Great Northern Preferred 8.83 7.59 1.97 3.00 64 -34l, 41 5.4 7.3 BI wo —— bo pre oh Siena “or 
X ls? ore eee te 5 , $3 aaeene, canes. 
| Gulf, Mobile & Ohio 3.02 10 def.31 Nil 30%4- 6% 13 130.0 C+3 Cameras bs eanruee ste Amp annals 
| 7 a ee — ee - a encouraging a rise. d k | 
illinois Central. 13.69 467. 5.70 Nil 45'4-18/ 27 4.7* Bl ucedeen teases oie aunt voces: 
6 is. ._. — : _ tion raises es i ~~ | 
Kansas City Southern 5.92 5.57 4.19 Nil 4044-16 = 23 4.1 a auiaiee oflciency 
2% __ strengthen prospects. ‘ . 
Lehigh Valley. Lo. 0910 ON NMY4- 4 6600" CL ORti'ratght' retards progress, "| 
Louisville & Nashville... 8.20 495 3.35 3.52 72!/4-40 45 9.1 7.8 BI — in coal traffic expected to sus- 
ain earnings and encourage hope of a 
Ww ADE __ higher dividend in year or two, j 
Minn. & St. Louis 2.03 78 (1.68 675) (14%4-10% 137.7% 5.8 C+ Drastic reorganization helpful, but in, 
ee —_ handicaps in traffic sources. 
Missouri-Kansas-Texas...... 1.33 def3.65 defl.64  =-Nil 17%4- 3% 5! a Sete ee 
_ es _sreange benefits for holders. 
New York Central... 6.67 defl.62.——«32=SsCWNi.««353%4-12 «1547.08 Ot ip cat ebecter dnganiaieg. doer 
— saemaicuncaateieecanen _______ring prospect for dividends. 
N.Y., Chicago & St. Louis... 18.18 10.09 8.50 Nil 61'4-18% 33 33 BI Segregation by C. & O. expected to 
. have no adverse effect on operations, 
Xx ee Sree but recapitalization seems necessary. 
1. | Heavy movement of soft coal to tide- 
Norfolk & Western(b)......... 17.08 16.24 11.96 13.00 288!/.-217'/ 240 14.8 5.4 A+! pa — yell i ecuiens eae 
Ww — pkg aon ve soon. 
—_— EQ “200. #2I10D 24 - Or E£Q, es ao t t. 
Northern Pacific...... 6.71 3.58 2.09 1.00 36 -1344 21 59 4.8 OR a Bg on A income suggest a 
Fo tag —— 2 earnings. 4 
eer ce a a “ir Sa ae a i tti t t- 
Pennsylvanian ccee enn 5.71 def.65 def.68 50 47-17% 19 2.6 B3 ieladians Pee. Gan puuaedie eat 
are chief adverse factors. 
a, 192. . 4 7 a ~ Fa f 
Reading Company. 6.07 1282.20 1.00 33%4-16/2 200 9.1% 5.0 CHI iagntisd peoncieret, one further debt | 
a re ee a er : ap Eh ns ages a oo ar 5 dividend. | 
Southern Pacific...... 13.81 670 5.17 4.00 70 -3444 45 67 89 BI aot of Catal comagaianen to cate help | 
Perera re veers ph Be ai ee . — 7 — “a oe and ~- —ane —. 
4 t 
Southern Railway... ocnm 16.08 4.82 3.72 3.00 65 -28 40 8.3 7.5 BI poste gels Be one sconer ta 
X a = - _ —. traffic sustains ——. | 
Texas & Pacific............... 1386 10.97 5.05 7.00 65 -35 49 45 143 B2_ a lg Be Rs 
rer ate — 5. al 19 4, Maintenance of transcontinental freight | 
Union Pacific eee csc 18.62 11.90  9.94JI7 6.00 168 V2-110 142 a bs vig nee Foc meer wali | 
x th Peel Cet Cee ee ee ee debt reduction may aid dividend rise. 
Virginian Railway... 2.62 1.27 2.50 2.50 53 -36!14 39 15.5* 6.4 Bb Hoc woven be ieee cee 
W a to recovery in road's earning power. 
ae C7 ease Bo ee a t of 
Western Maryland... 5.20 im ow Ww Mme 6 IP. 6 Oe neo 
Wheeling & Lake Erie........... 6.24 B18 = 7.97 3.00 72 -62/p 67 = 8345 CIC SUNGR, rate of activity in steal lnele te 
a . eh ee ee So of merger with Nickel Plate. 
*—Based on Net for Six Months ended June 30, 1947, since it exceeds the 1946 Fiscal Year Net. 
(a)—1944-45 Average Adjusted to Present Capitalization. 
{b)—Common Stock will be split 4-for-1 September ,1947. Figures shown are not adjusted. JI7—For 7 months ended July 31. 























AUGUST 30, 


1947 


597 








Photo by 4 hornton 


To produce ali they can at current high prices—farmers are demanding more equipment 


i quipments 


| —Halfway to Saturation? 


Pressure of demand for 
farm equipment contin- 
ues heavy. Farmers have 
the money, and desire 
for, new machines. They 
are anxious to produce as 
much as they can while 
prices for farm products 
are at present high levels. 
Labor is hard to obtain, 
with wage rates on the 
farms more than three 
times the prewar level. 

Farm purchasing power 
has been greatly - in- 
ereased as result of rev- 
enues from five years of 
record crops. During the 
first half of this year, 
cash farm income was 
nearly $12 billion, or 
around 25 per cent above 
like 1946 period. Even in 
event of sume decline in 
farm prices late this year, 
it is probably the total 
farm receipts for all of 
1947 will be ahead of the 
$24.8 billion total of 1946. 
This is also in spite of 
the short corn crop which 
as of August 15th was 
estimated by the Depart- 
ment of Agriculture at 
2,437,000,000 bushels — 
the smallest since 1936. 
Although farm produc- 
tion costs are up, net 
cash farm income, also, 
is likely to exceed the 
$15.1 billion figure of last 
year. Cash farm revenues 
are at a rate more than 
double the 1940 level, and 





By PHILIP DOBBS 


be he farm equipment industry is looking for 
its production and sales to reach new peaks this 
year. Earnings, also, are expected to be better than 
in 1946, 

Present figuring in the industry is that total pro- 
duction for all of 1947 will approximate $1.5 billion, 
including output of tractors for non-farm use ($1.8 
billion, excluding non-farm tractors). This would 
compare with 1946 total of slightly over $1 billion 
(excluding non-farm tractors, $886.5 million) and 
with the previous record, in 1944, of $1.07 billion. 

Higher prices (20% to 25% above prewar) have 
largely offset increased costs of material and labor, 
so that the improvement in sales is expected to be 
reflected in better earnings than last year, particu- 
larly as most companies have been able to increase 
plant efficiency. 

Main reason for the large anticipated gain in out- 
put over 1946 is the fact that last year strikes ham- 
pered activities, whereas in 1947 output has moved 
along at around top speed at most plants. Labor 
problems in the industry appear to be solved, for 
the time being. 
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farm-owned bank depos- 
its are more than three 
times the total in 1940. 

Surveys have indicated 
that farmers intend to spend a considerable part of 
their increased earnings for new machines as soon as 
such are obtainable. Even used farm equipment has 
been selling as high as 25% above list prices. 


Demand for Improved Machinery 


Stimulating demand for new agricultural me- 
chinery has been the fact that a large accumulated 
need developed due to inadequate supplies during 
the war years, and the heavy usage of machines 
that were available. Also, farm equipment makers 
have made considerable improvement in their ma- 
chines, and are offering a number of entirely new 
types of equipment. 


In the years 1925 to 1940, farmers spent 8.8% of 
their net cash income for machinery. In 1941, when 
net cash income totaled $11.2 billion, farmers spent 
10%. During the war years 1942-46, the percentage 
declined to 7.2% due to shortages of equipment 
available. Last year the proportion was only 6.6%, 
but this was largely because labor troubles and ma- 
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terial shortages reduced output of equipment. With 
greater production available this year, the farmers 
probably will again spend at least as much of their 
income for machines as they did in prewar years. 

Profit margins in the farm equipment industry are 
narrow, compared with prewar years, and relatively 
good earnings indicated for 1947 will be due to pres- 
ent heavy sales. Because some resistance was noted 
to the price increases announced last Fall, interna- 
tional Harvester in March of this year reduced its 
prices. The reductions were estimated at total 
amount of $10 million annually at the wholesale 
level, $20 million at the retail }evel. Other companies 
have lagged in tollowing International’s example, but 
it would appear that prices in the future are unlikely 
to be increased further. 

Farm equipment sales have shown fairly wide 
variation in the past, generally moving closely with 
farm income. There is some basis for hope that sales 
may hold steadier in the future. Whether desirable 
from the viewpoint of our economy or not, govern- 
ment parity price supports may be continued in- 
definitely. Stable farm prices would tend to britig 
stable farm equipment business. 


Widening Market for Equipment 


In addition, a number of companies have devel- 
oped new low-cost machines to tap the small-farm 
market. International Harvester, for instance, is 
now o-fering a snail tractor priced at $545 f.o.b., 
and at less than $1,000 with all accompanying 
equipment. 

Other new developments include production by 


Allis Chalmers of a tractor with motor in the rear 
and implements in the front, allowing improved 
front vision. Also, International Harvester by next 
year plans mass production of a new mechanical 
cotton picker. Improved beet and potato’ harvesters 
recently have been put on the market. 

Such new products promise to widen markets for 
farm machines. It is estimated that nearly two- 
thirds of the farms in the United States depend 
wholly or in part on animals for motive power. A 
consideravle growth potential is indicated for the 
industry, in mechanization of these farms. 

Throughout the country, and particularly in the 
grain producing areas, the recent trend toward ab- 
30.ption of smaller into larger farms has tended to 
increase usage of farm equipment. More important 
for the industry, however, will be progress in reach- 
ing the many small farms through development of 
new lines of low-cost power implements. 

The industry in recent years has been attempting 
to avoid the past seasonal nature of the business by 
intensifying sales efforts during the winter months. 
Better information available to farmers has in- 
creased forward planning, which also has aided in 
leveling out sales throughout the year. 

Among individual companies in the industry, about 
60% of Allis Chalmers’ total sales are contributed 
by sales of farm implements, the balance of revenues 
coming from electrical and other machine groups. 
Exclusive of orders for tractors, which normally ac- 
count for about 50% of sales, company’s backlog on 
June 30 totaled $143,743,722 compared with $127,- 
890,000 three mcnths earlier and $65,171,780 on 
corresponding 1946 date. (Please turn to page 622) 

















Position of Leading Farm Equipment Stocks 





In Dollars Per C 


Share 





1942-45 1946 1947 Current 
Avge. Fiscal Interim 12 Mos. 
| Net Yr.Net Net Div. 


1946-47 Recent Earnings dend ment 
Price Range Price 


Price- Divi- Invest- 


Ratio Yield Rating COMMENTS 








| Allis-Chal $3.88 def$.14 def$.04Je6 $1.60 
| Xx 


62%-30, $37 ais 


Has large order backlog. Operating 
efficiency recently improved by plant 
changes. Current 4 cents aiviagend may 
be increased. 


43% Bl 





| Avery, Be Peccccccccccnccnneee 1633 Al ts 50 


22!/2-10Y, 13 31.8 «3.8 C3 


Expansion of distributing facilities fa- 
vorable, particularly for longer term. 
Dividend policy likely to be conserva- 
tive in view of heavy capital expendi- 
tures. 





| Case, J.1 2.43 toy 1.60 55 





| 


Record peacetime sales indicated for 
current fiscal year. The 40 cents quar- 
terly dividend may be augmented by 
an extra in view of strong finances. 


-29/7. 40 37.4 4.0 B3 





Deera'iCon 92 2.46 ae 1.50 
rx 


| 


58!/.-31 40 16.2 3.7 B2 


Has strong trade position, credit poli- 
cies are careful and cost control good. 
High sales indicated for considerable 
period ahead. Dividends this year 
should exceed the $1.50 paid past 
fiscal year. 





j— —— 
| Gleaner Harvester.................... . 1.39 2.85 3.53 Je9 2.30 28 


Sales this year may set new record. 
The 30 cents quarterly dividend may be 
supplemented by extras. 


-I75% 22 6.2* 10.5 BI 





| International Harvester =e 4.67 3.91 a 3.70 102 
x 


Production lines have been broadened. 
Long term outlook favorable. Extra 
dividend possible at end of year. 


-66//4, 87 aah Al B2 








| Minneapolis-Moline..............._ 1.02 1.52 ee Nil 


1954-7 11 7.2 al 


Improved earnings indicated for cur-| 
rent fiscal year. Preferred dividends 
may be supplemented by further pay- 
ments against arrears. 





Ligaen BeBe Bitte ngonnaons 3.22 3.58 3.34Ap6 3.00 70 
Ww 





Earnings record relatively stable. Re- 
sumption of rural electrification pro- | 
grams should benefit company. Present | 
75 cents quarterly dividend likely to be 
maintained. 


-50 51 (42 59 BI 





Neo a ee 50 36 
| 


Acquisition of Cleveland Tractor may | 
add stability to future earnings. Work- | 
ing capital needs indicate conservative 
dividend policy. | 


-17%, 21 10.3 2.4 BI 





Ap6—For 6 months ended April 30. 


*_Price-Earnings based on 1947 Interim Net since it exceeds the 1946 Fiscal Year Net. 
Je6—For 6 months ended June 30. 





Je9—For 9 months ended June 30. 
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OFFICE EQUIPMENTS 





By RICHARD COLSTON 





‘7 ‘ 
Photc by National Cash Register 


Site 


The heavy backlog of demand for all types of bookkeeping and accounting ma- 
chines will help to sustain the income for the business equipment manufacturers 


Orrice equipment manufacturers currently are 

enjoying an unparalleled peacetime boom. The 
question naturally arises, particularly in view of 
the relatively low stock price-earnings ratios for 
most companies, as to how long this record business 
will continue. 

For office equipment producers as a group, fur- 
ther improvement in both sales and earnings over 
the high level of the first half-year is indicated for 
the final six months of this year. Also, prospects 
appear favorable that a high level of sales will con- 
tinue into 1948 for the industry as a whole. 

But it is important in considering this group of 
companies—even more important than in most other 
industries—to recognize the wide variations in basic 
position and in prospects for individual concerns in 
the group. 

Some companies in the industry, such as Inter- 
national Business Machine, have had a spectacular 
record of growth for the past several decades, and 
there is good reason to believe that this strong 
growth trend will continue. Other concerns have 
relatively limited growth potentialities. 

Also, though office equipment manufacture has 
generally been considered a cyclical type of business, 
there are companies in the industry that have shown 
ability to maintain a good level of earnings under 
even most adverse conditions, and have an almost 
uninterrupted record of profits running back for 
many years. Burroughs Adding Machine, for in- 
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stance, has shown a profit and paid dividends in 


every year since incorporation in 1905, Addresso- | 


graph-Multigraph has had a profit in every year 


except 1932, Underwood has paid dividends for 32 | 


consecutive years. 


Various highly favorable factors, some of a non- . 


recurring nature, have contributed to zooming up 
sales and earnings for the office equipment industry 
this year. 

During the 1942-45 period, practically all the 
production of bookkeeping ,accounting, tabulating, 


time-recording, duplicating and payroll machines, | 


among others, was for use by the Government. With 
only small quotas allowed for commercial use, a 
tremendous backlog of demand for such machines 
developed in the normal markets, both in the United 
States and abroad. 


The switch-over to peacetime production opera- | 


tions in these lines was relatively fast, as it was 
necessary to reconvert only such sections of plants 
as were engaged in munitions work. Only in the 
case of machines requiring a relatively large num- 
ber of parts was there any considerable delay in 
building up production of new model machines for 


‘peacetime needs. 
However, last year’s operations were hampered 


by labor shortages, strikes and difficulty in getting 
adequate materials. In addition, rising costs and 
rigid price ceilings squeezed profits most of the 
year. 
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Production at High Level 


Products that were longest out of production 
because of the war include typewriters and calcu- 
lating machines, also metal furniture, adding ma- 
chines, cash registers and mail metering equipment. 
Heavy use of such equipment in the war years 
created a tremendous demand for new models as 
soon as they could be produced and delivered. Dur- 
ing the past year, the manufacturers have been 
able to step up output sharply. In fact, current pro- 
duction is at so high a level, that further increase 
in output during the balance of the year is likely 
to be limited. Sales, however, probably will continue 
at present level, or slightly better, for at least the 
next six months. 

The situation of the manufacturers of the more 
elaborate and more costly labor-saving devices is 
somewhat different. High office-help costs have con- 
tributed to a heavy demand for bookkeeping and 
similar equipment. Present order backlogs call for 
capacity production, not only for balance of this 
year but for the first six months of 1948, also. 

Profit margins this year have been widened as 
result of removal of price control regulations late 
in 1946. Prices for the new and greatly improved 
models of office machines now average about 30 per 
cent higher than at start of the war—and most of 
this increase has developed since Nov., 1946. Price 
increases are about in line with increases in other 
durable good. 

In the case of typewriters, particularly, the price 
increases have been a sequel of the upward wage 
cost trend. Wage expense of a typewriter company 





is as high as 60 per cent of total dollar sales at the 
factory. 
High Wages Stimulate Sales 


High general wage levels and relatively full em- 
ployment, however, are factors stimulating to sales 
of labor-saving devices, and also encourage replace- 
ment of worn-out and inefficient machines with new 
and improved models. 

In periods of declining business activity and 
downward: trend in wage rates, on the other hand, 
demand for office equipment ordinarily lessens. The 
relatively high cost of new office equipment, flexi- 
bility of life of office machines, the declining need 
for office equipment in periods of inactive business, 
competition of used machines in bad times, are fac- 
tors that in the past, particularly in major depres- 
sions, have been adverse for the industry. 

Certain elements in the present-day situation, 
however, give reason for doubt that any recession 
in general domestic activity, unless of relatively 
long duration, would seriously curtail sales of office 
machines. Machines that have been in use, for in- 
stance, are not an important competitive threat. 
Most of these are worn out and they are not com- 
parable in efficiency with latest models. During the 
war the industry continued intensive research, and 
machines now being produced represent not only a 
big advance, from the standpoint of efficiency, but 
also can be put to additional uses, thus widening 
the market for such equipment. 

In addition, the need for office machines has in- 
creased greatly in recent years, partly because of 
the tremendous amount (Please turn to page 616) 






















































































Financial Survey of Office Equipment Stocks 
1942-45 1946 1947 Current Price- Divi- Invest- | 
Avge. Fiscal Interim 12Mos. 1946-47 Recent Earnings dend ment 
Net Yr. Net Net Div. PriceRange Price Ratio Yield Rating COMMENTS 

Addressograph-Multigraph.. $1.73 $2.08 $4.14Ap9? $1.70  4134-24% $36 8.7* 4.7% Bi Ree eres eee eae 
tenance of dividends at increased rate 
of 50 cents quarterly. 

Burroughs Adding Machine. _.65 .40 53 Jeb 60 213%4-12'/2 13 24.6* 4.6 BI Leree eee eS 
earnings this year. 

Felt & Tarrant Mfg.................. 1.68 2.02 1.24 Jeb 1.55 265-20'/f 21 10.4 7.4 B—I pa ot pe gnc Reg el 
outlook, stock has appeal for dividend 
possibilities, price appreciation. | 

2 ea ee aac pees ace 

Int'l Business Machines........... 6.66 13.10 7.91 Jeb 6.00 250-192!/. 221 16.8 27 Al lose eee seca tieecat | 

Xx with shareholders. 

National Cash Register... 1.83 2.06 3.08 Jeb 2.00 45!/2-31 39 12.7%. Sil BI longer-term ee ee im 
ited. 

Remington Rand... 1B 3.56 89 Je3 77/2 25i/g-12'/g 16 45 4.8 BI ee el ae — lib | 

Royal Typewriter... 1.00 30 2.26 Ap? 1.30 305-17 21 9.3* 62 BI Wasehee cquaien ave Saari 

° likely to be maintained. 

Smith, L. C. & Corona... . 3.10 2.69 3.09 Mr9 2.00 48 -24l4 26 8.4* 7.7 BI ig hey pon naps ob 
covered, | 

ne Co eee 3:53 2.66 2.95 Jeb 2.75 8034-4314 53 18.0* 5.2 Al i Pe A besten. — 

*—Price-Earnings Ratio based on 1947 Interim Net since it exceeds the 1946 Firscal Year Net. 

t{—1947 Price Range. Je3—For 3 months ended June 30. 
Mr9—For 9 months ended March 31. Jeé—For 6 months ended June 30. 
Ap9—For 9 months ended April 30. 


























AUGUST 30, 1947 


601 








id 





ELECTRICAL 
EQUIPMENTS 


Yoday and T, omorrow 


JAMES M. GORDON 


Erectrical energy, motivat- 
ing force behind the strong trend 
toward industrial mechanization, 
rapidly is becoming an influential 
factor in business economics as 
wage rates for manual labor con- 
tinue to soar while power costs 
remain virtually at their lowest point in history. 
Bright prospects for intensification of reliance on 
electrical appliances, in the home as well as in the 
factory, afford a basis for a constructive attitude 
toward the equipment industry. 

Although operations of almost ail manufacturers 
in this group are holding at higher levels than had 
seemed probable early in the year, in considering 
the medium term outlook it is impractical to apply 
the same degree of optimism to all concerns. It is 
becoming increasingly apparent, for example, that 
the fabulous deferred demand for many types of 
household appliances envisaged during the war sim- 
ply is not materializing on a scale necessary to sup- 
port enlarged manufacturing facilities. In other 
words, normal competitive conditions are reasserting 
themselves much sooner than had been anticipated 
and lush profits foreseen by newcomers to the in- 
dustry seem unlikely to be realized. This develop- 
ment is especially evident in the overcrowded radio 
field. 

At the other extreme, manufacturers of heavy 
equipment required in public utility power stations 
appear destined to have large orders for some time 
to come. The task of furnishing equipment for the 
electric light industry to enable it to catch up on 
expansion prejects neglected during the war seems 
likely to keep such companies as General Electric 
and Westinghouse Electric operating at a high rate 
for several years. The Edison Electric Institute esti- 
mates that expenditures for improvements and ex- 
tensions may exceed $5 billion over the next five 
years. 
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Companies engaged primarily in manufacturing 
and distributing major household appliances—such 
as refrigerators, washing machines and vacuum 
cleaners—should do well, provided management is 
capable and energetic. It is generally agreed that a 
ready market exists for about all the industry can 
produce of good quality merchandise at reasonable 
prices. The public is showing greater discrimination 
in the selection of products and no longer is willing to 
pay inflated prices for substandard articles. 

The most striking thing about the electrical in- 
dustry at this time is the emphatic trend toward 
normal peacetime competitive conditions. The serious 
shortage of copper and steel, small motors and other 
strategic materials, which hampered output a year 
ago, largely has been corrected. New and improved 
appliances have been introduced to the market. Im- 
mediate delivery is possible for almost any item de- 
sired. Public preference for well established products 
has reasserted itself. Prices are higher than before 
the war, but not unreasonably so. However, there 
may be further rises as shown by the increase an- 
nounced August 20 by the Frigidaire division of 
General Motors of $5 to $15 in retail price of some 
major appliances. 

The greater availability of materials has induced 
several large manufacturers to broaden their lines 
and cash in on the trend back toward nationally ac- 
cepted brand names. As an example, Frigidaire has 
introduced a newly designed washing machine and 
the Hoover Company has completed plans for mar- 
keting a new type of vacuum cleaner as well as an 
automatic iron. Yale & (Please turn to page 621) 
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| (a)—For,24 weeks ended June 14. 
| (x) —Plus 5% Stock. 

| Je6—For 6 months ended June 30. 
Je9—For 9 months ended June. 

| Je!2—For 12 months ended June 30. 
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Financial Survey of Electrical Equipment 
In Dollars Per Common Share 
1942-45 1946 1947 Current Price- Divi- Invest- 
Avge. Fiscal Interim 12Mos. 1946-7. RecentEarnings dend ment 
Net Yr.Net Net Div. PriceRange Price Ratio Yield Rating COMMENTS 
f a ‘4. af | * Well situated to meet keener compe- 
Apex Electrical... $ .74 = $1.17 $2.70 Jeb Nil 12'Yg- 6% $92 3.5* _... <a yns Bd Ra. - = 
: be shaded if demand slackens. 
— 
| Black & Decker Mites. 2-2 = - ee 4.70 3.47 Je9 $2.50 46 -25 32 68 7.8% C+2 High wages stimulating demand for 
industrial tools, tending to sustain vol- 
ume and earning power. 
x ao Yo.1 2! Lack of deferred d d ints t 
Cornell-Dubilier. 4.92 2.07 80 2274-1214, 15 %2 - $3 C+I stability Paps ct oe = 
tials becoming more plentiful. 
Cutler-Hammer... «= 2.36 2.43 2.37 Jeb 1.50 45 -I8l 26 10.3 5.8 C+1 Emphasis on automatic machinery in 
: industrial plants enlarges market for 
products. Dividend increased. 
Emerson Electric. 3.15 defl.02 2.00 Je? 40 30!- 94, 12 6.0* 3.3 C+1 Continued urgent demand for small 
motors favorable factor, pointing to 
improved earnings and dividends. 
General Electric... TI 1.49 1.32 Jeb 1.60 52 -32 37 24.8 4.3 Al Outlook good for heavy equipment, 
accounting for bulk of sales, but return 
of pre-war margins unlikely. 
; Vp. gl Great ilabili f terials i 
Gray Migsc 3: RE ae h.90 ee Ni weet 1: se C3 perce ag ns geo Pas Roe a gel 
tends to retard installations. 
Master Electric. NT 1.72 1.39 Jeb 1.35 2414-135, 24 13.9 5.6 BI Increase in production with benefit of 
wide margins accounts for upturn in 
. earnings and increase in dividend. 
McGraw Electric 1.83 4.64 6.26Jel2 3.50  461/4-30 4! 6.5* 8.5 Bi Large deferred demand for automatic 
X appliances boosts earnings, but com- 
petition seems likely to cut profits. 
Noma Electric 65 2.08 1.00(x) 35-11 16 5.8 6.2 Ci Sales enlarged by wartime expansion 
but keener competition in low-priced 
items expected to affect margins. 
S/o. Good de d f trol i ft 
ae B Co... becky 1.35 1.96 1.35 Jeb 80 2456-133, 17 8.7 4.7 BI bane na fee contvel eqelprneet 
ments and similar specialties. 
Sunbeam. 2.01 yi ) 1.40 48 -26 31 12.8 4.5 B2 Good volume in sales indicated, but 
closer margins probable as competi- 
tion grows in lower priced field. 
Sylvania Electric... 1.91 1.97 1.33 Jeé 1.45 41 -19, 23 Hw? 63 Bl Growth in fluorescent lighting aids vol- 
ume, but competition is keen in incan- 
descent field and in radio lines. 
° ¥,.103 M t d d f t ti 
Udylite.. 55 1.54 1.13 Jeb 1.00 1734-1034 14 9.1 7.1 Cl pean Men ag pon gs poor’ 
ance fields is a favorable influence. 
Westinghouse Electric 1.75 .68 1.59 Jeb 1.00 3934-21Y%, 29 18.2* 3.4 Al Large deferred demand for generating 
equipment expected to sustain sales, 
but earnings gains seem likely to lag. 
Weston Electrical Instt................ 3.33 7.10 2.53 Jeb 2.30  631/4-35 37 52° 62 BI Drop in volume, with slackening in re- 
search, and jump in costs accounts for 
narrower margin and earning dip. 





*—Price-Earnings Ratio based on 1947 Interim Net since it exceeds the 1946 Fiscal Year Net. 
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IN 
MOTOR 
ACCESSORIES 


By 
C F. MORGAN 


aa he auto accessory business now ranks third 
or fourth among our national industries, as measured 
by number of employees and payrolls. However, the 
industry is much less centralized than the motor 
business itself, where the “Big Three” control a large 
proportion of the business. As indicated by the ac- 
companying table, there are a large number of ac- 
cessory companyies. Several companies did a tre- 
mendous volume of wartime business—Bendix’s sales 
reached $806,000,000, Borg-Warner’s $249,000,000, 
Briggs’ $234,000,000, and Continental Motors $246,- 
000,000—but this was the result of heavy munitions 
orders. Bendix sales last year shrank to $106,000,000, 
Continental Motors to $47,000,000, etc., which was 
more in line with their prewar levels. 

With excess profits taxes out of the picture, 1946 
should have been a very good year for the accessory 
companies. But most of them were plagued by recon- 
version problems, strikes and labor inefficiency, ma- 
terial shortages, OPA price limitations, and other 
difficulties. For the industry as a whole, net earnings 
after taxes and reserves remained about the same as 
in 1945 and somewhat below the 1940 level. There 
was, however, a considerable diversity of results for 
companies as show in the accompanying table. 

These highly-scrambled earnings for the industry 
will not be duplicated this year. Labor troubles are 
much less rampant, though occasional strikes such 
as that just settled by Murray Corp. may occur. Ma- 
terial shortages have eased, although some difficulties 
continue over sheet steel. But 1947 earnings will 
jump sharply in most cases, and the industry as a 
whole should earn several times as much for stock- 
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Along the Ford assembly line. Growing new car production, together with substantial 
demands for repairs and replacements, will keep the auto equipment companies busy. 











holders as it did last year. In 1946 about half the 
companies reported deficits in the first six months, 
while this year only two important companies— 
Continental Motors and F. L. Jacobs—were still re- 
porting red ink. 

Dividends are expected to increase along with 
earnings, except for a few companies ‘which maintain 
stable dividend rates. On the average about one-third 
to one-half of earnings will probably be paid out in 
dividends, depending on the individual company’s 
cash position, expansion needs and general policy. 


Companies Greatly Diversified 


The automobile accessory industry is difficult to 
analyze because of variations among individual com- 
panies with respect to the proportion of original 
equipment business and replacement parts business; 
diversification in other lines also varies considerably. 
Borg-Warner, for example, is highly diversified, with 
at least half its sales outside the auto accessory 
field; hence earnings are apt to be steadier than for 
the average company. Another factor is the degree 
of diversity of sales to motor manufacture; some 
companies have in the past been too closely tied in 
with one of the big producers, and subsequently 
losing the contract, have received a substantial set- 
back. Still another factor is the close relation estab- 
lished with the aviation industry by some companies 
—the latter industry is now in the doldrums. Thus 
while the trend of the industry can be analyzed in a 
broad way, almost every company has its special 
features and problems. 
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Financial Survey of Leading Automobile Accessory Stocks 
In Dollars Per Common Share 


1942-45 1946 1947 Current Price- Divi- Invest- 
Avge. Fiscal Interm 12Mos. 1946-47 Recent Earnings dend ment 
Net Yr.Net Net Div. PriceRange Price Ratio Yield Rating COMMENTS 
American Bosch........................ $1.89 $ 55 $ .31 Mr3 $.25 30 -9 $12 Za «32.1%. Cel Bessie earnings improvement, divi- 


dend policy remains irregular; year- 

end extra possible. 

Bendix Aviation... 6.85 37 2.19 Je? 2.00 58 -28 2\ 9.6* 9.6 Bl Interesting growth stock with 6% yield, 

but large interest in aviation is drag 

on earnings. Sound financial position. 

Bohn Aluminum & Brass... 6.20 4.66 1.55 Jeb 2.00 73!/2-34 39 8.3 5.2 B3 = Volatile issue selling far below 1947 | 
X high of 59. Return to 2 div. possible. 














osc Wy Olner. 6 ot 3.43 3.66 4.16 Jeb 1.80 6134-36 50 12.0* 3.6 Bi Earnings this year may make an all- 
X 


time record. Dividend extra possible. 





Bower Roller Bearing... 1.96 3.23 3.04 Jeb 2.00 35'/-30!/, 36 11.1 5.6 Bi Small company but stable record. First 
half report very favorable. Indicated 
dividend $2 or more. 


Rags WAR ec BBM 2.25 1.60 Jeb 2.00 53!/-30 34 15.1 5.9 C+1 Earnings record disappointing, follow- 
X 





ing large profits of 1936-7. This year 
should show a_ substantial improve- 
ment, might permit extra dividend. 











Briggs & Stratton......... We 1.60 3.15 2.26 Jeb 2.25 4254-23 29 9.2 7.8 B—! Earnings this year should exceed last 
Year's $3.15 and likely extra div. 
Budd Company............... 1.09 def 1.45 89 Jeb Nil 22!4- 9 12 13.5* Cli Year-old merger of Budd Mfg. and 


Budd Wheel. Mediocre record, with 
| deficit last year, but improved earn- 
| ings might permit small dividend. 

| Campbell, Wyant & Cannon 2.15 2.98 2.27 Jeb 3.00  4034-20% 27 cl C+ This year may establish all-time sales 
Baa 


and earnings records. —_— pay- 





ments might total $2-$2.5 

5.2 B—| Making impressive pe showing 
this year, indicating possible increase 
in dividend rate to $2. 

Cleveland Graphite Bronze... 2.22 3.64 3.14 Jeb 1.77'/2 38!/2-26 34 3 «5:2 B—| This stock has an outstanding market 
| record. reflecting its unusual growth. 
| With $5 earnings considered possible, 
: increase in $1.60 dividend likely. : 
Collins & Aikman... 245 6.36 .43My3 1.50 634-26 30 4.7 5.0  B—3 Highly erratic earner with disappoint 


ing report for May quarter. However, 





o 
° 


Clark Equipment... 3.49 1.94 1.36 Mr3 1.62'/, 3554-2214, 3 
ze: 








stock is at low price level compared 
with range and earnings in recent years. 


| Dana Corp.(a). 2.96 73. 5.07My9 1.00 36 -I8 35 6.9* 2.9 BI $6 earnings for fiscal year ended August | 
X 





considered possible, indicating possible 
dividend extras. 


Eaton Mfg................. ee ame 4.02 3.91 Jeb 3.00 71 -39 52 12.4 5.8 BI Relatively stable earner with $3 divi- | 
X 





dend rate since 1940. With possible 

earnings of $6-$7, dividend extra con- 

sidered possible. ; , 

Electric Auto Lite... 3.69 »~=— 2.72, 1.40 Mr3 3.00 80-50, 56 20.6 5.4 BI Has stable record and earnings this 

WwW year are expected to reach a new high 
since 1929. $3 dividend to continue. 


. bf. Lacks growth record but earnings and | 
— Storage Battery........ 2.19 3.62 2.87 Jeb 3.00  56!/g-40 53 14.6 5.7 BI pac A sro eso $3 rate likely. | 














: Wyo. 45 * Earnin f ear estimated a d| 
Hayes Mfg... 48 24 1.47 Je9 Nil 15%%- 4% 7 4.8 ; Cl c— 5, So — a re 


h ably delay dividends. Irregular record. 
e Houdaille-Hershey....... 1.48 1.35 1.95 Jeb 25 2834-12'/. 18 9.2* 14  C+1 Earnings record disappointing in recent | 
1S 4 years but should show sharp improve- 
’ r — this year, with ! dividend. . } 
— ‘ sal cagoee | [47 * ast year's report disappointin ut 
! q Kelsey-Hayes “B”...... . 3.19 defl.52 4.10 My? 37 30 -I1% 19 4.6* 2.0 C+ She camested tas. alan Genie nde | 
e- ‘ May. Offers attractive yield. 
Midland Steel Products 3.10 2.90 1.36 Mr3 2.00 62'/2-29%% 36 12.4 5.6 C+ 1 Earnings should show substantial im- 
provement over last year's $2.90. Mew! 
th ever, stock sells relatively high in rela- 
tion 'to earnings and — » 
V,-157 * Earnings record somewhat erratic but| 
a Motor Products... 2.34 1.21 2.99 Mr9 1.50 34!4-15% 21 OP G.I C+ might onednan ae ie dene 
° ] year. Lowered cash position may limit | 
in : dividend payments to $1.50. 
a Motor Wheel... 2.32 1.47 1.37 Jeb 1.20 36 -19 22 15.0 5.4 C+ Record rather disappointing in 1946, 
but improvement expected this year. 
at a — rp | 
i - 93 * elatively Igw ca osition may imit | 
Murray Corp.of America... 1.28 def.77 2.03 My? 50 22 9%, 13 6.4* 3.8 C+i dividends to the see — ek oe 
proving earnings (possibly around $3) | 
would warrant increase. 







































































Raybestos-Manhattan 2.58 2.63 1.79 Jeb 2.00 49!/2-283%, 33 12.5 6.1 BI Has had stable earnings and dividend 
: record. Moderate improvement in| 
to ; WwW —-- omnes aught ome ge extra of 50c-$1. 
: . V/,- * i inti -| 
n- Reynolds Spring... 1.09 def3.25 .68 Mré Nil 28Y%4- 9 1 16.2 Cel pg le but September year 
i imate $1.50. 
al ______ foans may prevent dividend payment. | 
S 5 i Smith, A. O............. 6.72 4.52 3.39 Ap? 1.00 91 -38 53 is kg BI cok lacus sant Gerais yey 
y. ‘ —___ for July year might exceed $5. 
h : Standard Steel Springs... 1.16 1.08 88 Jeb 50 25 -l0% 14 13.0 3.6 Cri peer pe peg lo ge oes 
‘'y ; —— an increase in the small dividend. | 
Yr : Stewart Warner 1.41 1.65 1.05 Jeé 1.25 263%-13%, 16 97 7.8 C+! prin My ome a | 
Xx : 
2e@ » : . } 
i : Wo. 95 Last h d - 
1e WRermoide. 2: .73 Z.t3 .45 Ap4 80 I7%-9% II §2 7.3 C+ oe futher gains pone i 
ot. * Leadi d i ts, etc. 
in : Thompson Products..................... 6.60 2.71 3.32 Jeb 2.00 6934-38 46 | 13.8 F 43 BI Dividends st (pple goact ca 
ly P Timken Detroit Axle........ 2.47 1.43 1.87 Mr9 .75(x)26!4-1538 = 18 9.6* 4.2 B—| ee ee i 
[= ; _ —___—_H— Stock has investment quality based on 
)- 3 Timken Roller Bearing . BS 2.27 1.43 Mr3 2.25 66!/4-38\/4 47 20.7 4.8 BI pr ang ad gy yg paneer 
1S j Ww Lae Sot cet ee ee Dividend extra possible. 
3 Young (L.A.) Spr’ g&Wire... 2.05 67 1.66 Ap? 50 =35'/-14!4 | 11.5* 2.6 BI ys SS a last year. 
a : *—Price-Earnings Ratio based on 1947 Interim Net since it exceeds the 1946 Fiscal Year Net. 
1 {a)—Stock will be split 5-for-3 effective August 25. Figures on the table are not adjusted. 
A f (x)—Plus 5% Stock. Ap4—For 4 months ended April 30. My9—For 9 months ended May 31. 
Mr3—For 3 months ended March 31. Ap9—For 9 months ended April 30. . Je9—For 9 months ended June 30. 
| Mr9—For 9 months ended March 31. My3—For 3 3 months ended led May 31. Je6—For 6 months ended June 30. | 
T | ————————————— —— — ———————————————————— ——— eee eee 
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The auto accessory business is doing a record 
peacetime business because of the combination of 
high replacement demand with high production of 
new cars. Moreover, those companies which diversify 
in the household equipment and building lines are 
also doing well (with the possible exception of F. L. 
Jacobs). Some companies with a very close tie-in 
with the aviation industry have made a disappoint- 
ing showing earlier this year, but Bendix’s latest re- 
port is more favorable. Budd, which diversified into 
the rail equipment field and other lines, has not yet 
gotten fully into its stride because of heavy develop- 
ment costs and production delays in the manufacture 
of streamlined lightweight railway passenger cars. 

What about the longer term outlook? When the 
demand for new cars subsides, the industry will 
again be more largely dependent on replacement ac- 
cessory business and diversified operations in other 
fields. But it now looks as though the demand for 
new cars will not be fully satisfied for perhaps two 
years. The supply of steel is somewhat of a bottle- 
neck and the leading executives in the steel industry 
are still firmly opposed to increasing the capacity of 
their plants. The government is critical of this de- 
cision, largely because it seems to be retarding the 
production of freight cars needed to move crops 
and other traffic. However, the fact remains that this 
decision may tend to limit the cyclical extremes of 
the motor industry over the next two years. Pros- 
perity may be spread more evenly over a period of 
four or five postwar years, instead of being concen- 
trated in two or three years of feverish production. 

The high prices charged by dealers for slightly 
“used” cars (still far in excess of quoted prices for 
new cars) are an indication of the public’s continued 
demand. Some dealers will not even take new names 
on their new-car waiting lists. With national employ- 
ment and income at record levels the present urgent 
demand for automobiles can hardly be satisfied for 
at least two years. By that time, most makers will 
be bringing out new models and potential buyers 
who have been waiting for these new cars will come 
into the market—giving us another year or so of 
prosperity in the industry. The production of new 
models next year (some may be produced late this 
year) will be of special interest to the makers of 
parts since it involves a considerable amount of re- 
tooling both for themselves and the motor compa- 
nies. 

Factory sales of parts made an all-time peak in 
the latter part of 1946, then slowed down, but a new 
peak was reached this May. Jobbers quit buying 
parts earlier in the year, but resumed purchases 
later. Jobbers’ stocks are considered to be rather 
spotty, but not too heavy. One distributor serving 
about 2,000 jobbers throughout the nation has esti- 
mated that about 40% of desired parts are “in tight 
supply.” The worst situation is in parts requiring 
sheet steel, while electric equipment and parts re- 
quiring large amounts of lead and copper are now 
in better supply. The storage battery shortage has 
now eased. 


Average Car Now 9 Years Old 


There was very little scrapping of cars during 
the war. The net decline in cars in service during 
1941-46 is estimated at only about 1,000,000 out of 
some 31,000,000, though prior to the war some 
2,000,000 cars were junked every year. The average 
age of cars is now over nine years (compared ‘with 
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an average of four years in 1941), and any car over 
three years old is a candidate for replacements. 

Despite the favorable outlook for car production 
over the next two or three years, it is possible that 
this year’s earnings for many of the motor acces- 
sories companies may prove to be a peak, particularly 
for those companies whose replacement business is 
a large part of their total sales. Parts replacement 
demands for new cars are small, and junked cars 
yield some second-hand parts for repair use. 

In watching the 1947 outlook it is still necessary to 
keep a weather eye on labor relations. While indus- 
try-wide strikes have been avoided, the Murray 
strike settled August 19, recently has held up Ford 
production. Moreover difficulties over interpretation 
of the new Taft-Hartley Act may still cause major 
upsets in the industry. However, it seems unlikely 
that labor troubles will mar this year’s fine showing 
for the industry as a whole. 

There is relatively little difficulty over maintain- 
ing current profit margins. Higher steel prices and 
wage increases are being passed along to the motor 
companies and by them in turn to the public, with- 
out meeting any sales resistance thus far. It is esti- 
mated that prices of parts this year may average 
about 15-20% higher than in 1946. Thus even if 
there is some decrease in unit sales, the dollar volume 
should be substantially higher than last year, and 
as we noted above, share earnings may average 
several times last year’s figures. 


Market Action 


Despite the industry’s erratic record in the past a 
number of the accessory stocks seem under-priced 
at present. During 1944-5 accessory stocks main- 
tained a fairly close relation to the Dow Jones In- 
dustrial average. But during 1946 they made a 
poorer showing than the general market as measured 
by the Magazine of Wall Street’s 304 Combined Stock 
Average. During 1947, despite the big recovery in 
earnings, they have continued to make a rather 
disappointing record in relation to the general mar- 
ket. Dividend yields range around 414-9% but vary 
greatly as do price earnings ratios—as shown for 
all leading companies in the accompanying statis- 
tical table. All the more important stocks are listed 
on the New York Stock Exchange. 

Why are the accessory stocks so laggard? Perhaps 
the June earnings reports, which are now coming 
in, have not received enough attention as yet from 
the investing public. After Labor Day, with greater 
activity, the group may receive more attention. 

The market also seems to be overlooking the fact 
that most of these companies are in far stronger 
financial position than in pre-war years—though the 
stocks are selling in about the same price range, in 
many cases. The cash position of almost all the ac- 
cessory companies was substantially larger at the 
end of 1946 than in the immediate prewar years, and 
inventories were also large. Few of the companies 
have any funded debt and many of them have only 
common stock outstanding. The ratio of current assets 
to current liabilities at the end of 1946 averaged 
about three times or better. 

While the industry cannot escape the cyclical char- 
acter of the automobile business, the outlook for con- 
tinued good earnings over the next two or three years 
would seem to afford the basis for greater market in- 
terest in this group than has been demonstrated thus 
far in 1947. 
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Keeping A breast of Judustriial 
¢ and Company News + 


American Rolling Mills has appointed Fred B. Dechant as special representa- 
tive in charge of stockholder relations. Idea is to keep stockholders informed on 
all important company developments. This is a step more companies should undertake. 





Cash dividends paid by U. S. Corporations in second quarter of this year ex- 
ceeded any second quarter in history. The Commer¢e Department reports that dividends 
reported publicly -- about 60% of al] cash payments -- totaled $1,157,500,000 in the 
June quarter against $999,900,000 a year ego. 








Department, Mail Order, and Specialty Stores have generally adjusted in- 
ventories to current requirements, as a result of first-half 1947 markdowns, 
reductions in forward orders, and continued large demand. Margins should widen in 
the final half, but the decline in first-half profits is expected to reduce full-year 
earnings. 








Eureka, Williams Corp. will market a new model kitchen waste disposer -- the 
"Dispos-O-Matic. This unit can be quickly installed in any standard sink, old or 
new, when the family moves, the unit can easily be detached. 





A classic understatement is the remark of K. T. Keller, president of 
Chrysler Corporation when he said in his six months report to ’stockholders. "Demand 
for Chrysler products continues at a high level," "with no accumulation of inventory 
in the hands of our dealers". : 4 





e 


To provide protection from the dangers of unpasteurized milk, the Waters- 
Conoly Co. of Rochester, Minn., has made a new home aluminum pasteurizer. It is com- 
pletely automatic, simple to operate and maintain. A gallon of milk can be pasteur- 
ized for approximately 1¢. 


The new frozen fish fillets package recently announced by the Atiantic’ Coast 
Fisheries Co. have been introduced for the first time in the First National Stores 
around Boston, according to president, E. H. Cooley of Atlantic Coast Fisheries. He 
stated "that the demand for the new product, which is prepared in one piece so that it 
can be cut like ice cream and served in solid portions, "is growing by leaps and bounds. 








U. S. Rubber Co. has developed a new insecticide said to be 4 times as potent 
as D.D.T. The new poison, called Synklor, has been shown by laboratory tests to- be 
particularly effective against all household pests and grasshoppers. 


Certain-Teed Products Corp. has acquired a substantial interest in Western 
Gypsum Co., which, through a 99 year lease has acquired mining rights to sufficient 
gypsum rock to outlast the lease. 





R. H. Macy & Co. plans to open a new two story store in Jamaica, N. Y. on 
Sept. 2nd. Company also plans to open stores in Brooklyn, N. Y. and White Plains, N. Y. 
at a later date. 
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: Bonds are taking to the air as American Airlines inaugurated recently a new 
speed-up service for banks and bond houses Which will pick-up, fly and deliver 
negotiable instruments from coast to coast. The new service is initially offered at 
New York, Chicago and Los Angeles, and eventually it will be extended to include most 
-of the principal cities in the country. Z 


_— 



















Wider use-of synthetic materials in oil paints, varnishes and lacquers, prom- 
ise to reduce manufacturing costs, boost retail sales and provide consumers with 
items of great attraction and durability. 






Tapering off in sugar deliveries by primary distributors recently is an in- 
| dication that there will be a substantial carry-over on December Ist next. Assuming 
a normal year-end carry-over in continental U. S. which it places at 500,000 tons more 
than last year, B. W. Dyer & Co. says there still appears to be sufficient sugar for 
the last six months of 1947 to supply sugar at the annual rate of about 8,100,000 
tons. The indicated carry-over is exclusive of 400,000 tons total carry-over in Cuba 
and Puerto Rico. Normally, says the firm, the price of sugar would decline when the 
carry-over is high. But it does not anticipate such a development this year because 
: as it points out, the excess supply currently is all owned by the U. S. Government. 










Butler Brothers has recently announced the election of Mr. G. R. Herberger, 
formerly president of G. R. Herberger*Co., Inc. (department stores) as president, of 
its company. Mr. Herberger has long experience in the operation of department stores 
in the middle west. 


Butler Brothers reported a consolidated operating loss of $2,081,700 in the 
first half of 1947, after reflecting a Federal Tax credit for refund of excess profits 
tax payments in prior years, as provided under section 122B of the Internal Revenue 
Code, the net loss transferred to surplus for the period amounted to $158,900. This 
compares with a profit of $2,065,526 for the same period of 1946. The decline in 
net earnings was due chiefly to lower sales volume and to necessary sharp merchan- 
dise markdowns that have continued since last Fall. Mark-downs for the past six 
months have been charged to current operations. None of the general reserves of 
$2,000,000 provided out of earnings in prior years for possible postwar adjustments 
had been used as of June 30, 1947. 


‘Texas Company recently disclosed it is preparing registration of additional 
$25.00 par value capital shares with the SEC, for offering to stockholders through 
rights. The number of new shares involved, price and date of offering, which is con- 
templated for sometime in September, have not been determined. The net proceeds 
of this offering will-be added, initially, to the company’s general funds. 


American Hide & Leather Co. reported a net income of $1,550,265 for the 
fiscal year ended June 30th, 1947 after taxes along with an inventory reserve of 
$1,350,000. This compared with a net of $170,564 for the like preceding period. 
Describing the earnings as "extraordinary", President Carl F. Danner said he attri- 
buted the large percentage of profit to inventory appreciation, explaining that 
under controls, ceiling prices of raw packer calfskins averaged around 26¢, with kip 
at 20¢ and hides at 15 1/2¢. The price of packer calfskins reached 80¢ by June 30th, 
he said; kip was 57 1/2¢, hide 31¢. Mr. Danner said that the company had done every- 
thing possible to resist price advances as he felt they were at unsound levels and 
that sooner or later they would decline. 


Sunray Oil Co. has purchased from the War Assets Administration a 100-Octane 
Gasoline Product Refinery at Beckett, Okla. This $14,000,000 plant was sold for 
$5,100,000 in an outright purchase. Sunray announced that they will immediately 
construct a 93 mile 6-inch pipeline between the Beckett plant and the company's 
Allen, Okla., refinery. 
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SUMMARY 
MONEY AND CREDIT — Government saves money by 


raising interest rate. Here's how. Early in September the 
Treasury will offer a 12!/2-month note bearing interest at 
1%, (former rate for these was 7/g%/,) in exchange for $1,687 
million of 11/4%, and $2,707 million of 1!/2%, notes which 
mature Sept. 15. These notes were issued originally to run 
for 3 and 4 years, respectively. By substituting the shorter 
maturity (at a moderately higher rate) for the longer ma- 
turities there will be an annual saving of $17.75 million in 
interest payments. National City Bank announces a moder- 
ate raise in interest rates on loans to security dealers and 
brokers secured by U. S. Government securities. Treasury 
again denies intention to raise price of gold. 


TRADE—Torrid weather and vacations depress depart- 
ment store sales to a level moderately below last year. First 
half earnings reported by wholesale and retail trade were 
less than for both halves of last year, owing to mounting 
costs. 


INDUSTRY—Heat and vacations also cause mild sag in 
business activity. July employment at new record high; but 
in a few industries is below last year. I. C. C. acts to ease 
car shortage. Earnings and dividends at new highs. 


COMMODITIES — Spot and futures indexes reach new 


post-war altitudes. 


Business Activity eased a little during the fortnight 
ended Aug. 9, to a level 4.6%, above last year at this time. 
* * * 


Vacations and the heat wave were largely responsible 
for this and for the recent comparatively poor showing made 
by Department Store Sales which, during the week 
ended Aug. 9, were 3%, below last year, compared with a 
cumulative increase of 9°, for the year to date. 

* * * 


This Publication’s Business Index for the month of July 
sagged to 178.9%, of the 1935-9 average—0.3 point be- 
low June but 4.7% better than July of last year. On a per 
capita basis, the July index dipped to 160.9% of the 
1935-9 average, compared with 161.3 in June and 156.7 
for July, 1946. 

e ee 

To speed freight car handling and ease the Car Short- 
age, the |. C. C. has ordered a $2 daily rental charge for 
the use of freight cars, effective Oct. 1, compared with the 
present $1.25. 

* * * 

Backlog of Unfilled Orders on the books of manufac- 
turers at the end of May was 23% larger in dollar total 
than a year earlier. 

* * * 

The Labor Bureau reports that June Employment was 

below last year in the following industries: service, textiles, 
(Please turn to the following page) 
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Inflation Factors 





Date 


Latest 
Wk. or 
Month 


Previous 
Wk. or 
Month 


Year 
Ago 


Pre- 
Pearl 
Harbor 


PRESENT POSITION AND OUTLOOK 





MILITARY EXPENDITURE (tf) $b) June 
Cumulative from Mid-1940_______ | June 


1.50 
356.5 


1.33 
355.0 


2.45 
339.2 


1.55 
13.8 





PEDERAL GROSS DEBT—Sb Aug. 13 


259.7 


259.3 


267.3 


55.2 





MONEY SUPPLY—Sb 
Demand Deposits—94 Centers... Aug. 6 
Currency in Circulati Aug. 13 





47.1 
28.2 


45.4 
28.4 





BANK DEBITS—13-Week Avge. 
New York City—$b 
93 Other Centers—$b.... 


Aug. 6 
Aug. 6 





7.62 
10.80 


7.83 
11.68 








June 


INCOME PAYMENTS—Sb (cd3) 
Sak 8 Wass. 
Interest & Dividends _.| June 
Farm Marketing Income (ag) May 
Includ’g Govt. Payments {ag) | May 


June 





191.5 

118.3 

14.0 
1.91 
1.97 


173.2 

107.9 

13.2 
1.55 
1.66 








CIVILIAN EMPLOYMENT (cb) m | July 
Agricultural Employment (cb), July 
Employees, Manufacturing (Ib) June 
Employees, Government (Ib) ___ June 
UNEMPLOYMENT (cb) m July 


60.1 
10.4 
15.2 
5.4 
2.6 


57.8 
10.0 
14.4 
5.6 
2.3 








June 
June 
June 


May 


FACTORY EMPLOYMENT (Ib4) 
Durable Goods 
Non-Durable Goods 

FACTORY PAYROLLS (ib4) 











FACTORY HOURS & WAGES (ib) 
Weekly Hours 
Hourly Wage (cents) 
Weekly Wage ($) 


June 





June 
June 








Aug. 9 
May 


PRICES—Wholesale (Ib2) 
Retail (cdib); 











May 
May 
May 
May 


COST OF LIVING (ib3) 
Food 
Clothing 
Rent 

















RETAIL TRADE—Sb 
Retall Store Sales (cd)_ 
Durable Goods 
Non-Durable Goods 
Dep't Store Sales (mrb)__ 
Retail Sales Credit, End Mo. (rb2)_ 


June 
June 
June 
June 
June 








MANUFACTURERS’ 
New Orders (cd2)—Total___ 
Durable Goods 
Non-Durable Goods 
Shipments (cd2)—Total 
Durable Goods 
Non-Durable Goods 


May 
May 
May 
May 
May 
May 





BUSINESS INVENTORIES, End Mo. 
Total (ed) —$b 
Manufacturers’ 
Wholesalers’ 
Retailers’ 
Dept. Store Stocks {mrb) 


May 
May 
May 
May 
May 























(Continued from page 612) 


leather, rubber products and tobacco manufacture. 
May Payrolls were smaller than a year earlier at 
aircraft engine, ship and boat budding plants. 


* x * 





According to ac d by the 
National City Bank, 45! leading corporations re- 
ported average Earnings during the first half at 
an annual rate of 16.6% on net worth, compared 
with 15.5% for the second, and 9% for the first, 
half of 1946. The aggregate Net Worth of these 
corporations increased $1.47 billion, or 8%, be- 
tween Jan. |, 1946, and Jan. |, 1947. 


pilation just rel 


* * * 


With costs rising faster than sales, four indus- 
tries—brewing and distilling, drugs and cosmetics, 
wholesale and retail trade, service and amusement 
—reported earnings lower in the first half than a 
year earlier. Seven of the 19 industrial groups re- 
ported earnings for the first half of 1947 lower than 
for the second half of 1946. These were food prod- 
ucts, brewing and distilling, textiles, drugs and cos- 
metics, miscellaneous metal products, wholesale 
and retail trade, service and amusement. 


* ~ * 


Profit Margins for the 24 merchandising con- 
cerns tabulated dropped to 2.6 cents per dollar of 
sales during the first half of 1947, from 3.3 cents in 
the second half, and 3.9 cents in the first half, of 
1946. 


* * * 


Publicly reported cash Dividends (60% of all 
dividends) for the second quarter totaled $1,158 
million, the largest for any like period on record 
and nearly 15% ahead of last year’s second quar- 
ter. June dividends were 18% above last year. 


* * * 


Second quarter dividends this year, compared 
with last year, were up 42% for the wholesale and 
retail trade, mining 35%, utilities 19% and manu- 
facturing 19%. But railroad disbursements were off 
14%, and communications 6%. 


* * * 


Neither the stock market nor agricultural com- 
modity markets have thus far shown much concern 
over the much publicized Dollar Shortage crisis 
in England. While the longer range consequences 
of political demoralization abroad may have un- 
pleasant repercussions upon our own economy, a 
mere curtailment: of our exports to England would 
make only a relatively small dent in our present 
huge total volume of Capital Formation. 


* * & 
Only 7% of our total Exports is going to Great 
Y 


Britain, and only a quarter of this 7% consists of 
foodstuffs. Shipments to all of Europe account for 
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Latest ° Previous Pre- 
K Wk.or Wkh.or Year Pearl PRESENT POSITION AND OUTLOOK 
Month Month Ago Harbor 
a arre: ai ati : 160.7 161.5 156.8 141.8 _ 
(M. W. S.) ap : 178.9 179.8 170.9 146.5 only 20% of our total exports, compared with 40% 
ii! for Canada and South America combined. Exports 
ier at = PROD. (rb)—I—np rp os a phen of our grain and grain products to all the world 
inin 
is. rsa Goods, Mfr. 217 218 193 141 amount to only 10% of our total exports. 
Non-Durable Goods, Mfr._____ 167 170 162 141 eee 
th CARLOADINGS—t—Total . 905 922 899 833 If the 75%, Briti i 
y * > aia socenatey et 390 398 383 379 z - ie = tox ee Pay 
Mdse. L. C. L. : 113 114 123 156 ould stand, which it probably will nof, the maxi- 
lf at Geeta q 67 72 54 43 mum loss to our film industry would probably not 
cared exceed 15% of aggregate net earnings; though 
first, ELEC. POWER Output (Kw.H.)m ¥ 4,874 4,806 4412 3,267 some companies would, of course, be hit harder 
these : SOFT COAL, Prod. (st) m , 11.8 11.7 12.3 10.8 than others. 
_ be- Cumulative from Jan. |____ : 366 355 305 446 eRe 
Stocks, End Mo $7.7 49.5 58.5 61.8 The Treasury has again denied rumors that the 
PETROLEUM—(bbis.) m price of Gold is to be raised here. Officials point 
Some Sees ae : a’ ‘ Pi es out that, under terms of the Bretton Woods agree- 
- Fuel Ol ara ‘ 54 re pod 94 ment, no nation has the right to alter the valuation 
Heating Oil Stocks Aug. 9 50 49 49 55 of its currency by more than 10% without approval 
men de Gos den fe aie a a. = po of the World Bank. If other nations maintained 
ana rod, . #7.) m ug. : : : 
ce Stocks, End Mo. (bd. ft.) b ser a7 45 36 12.6 the present price of gold, a unilateral increase on 
our part would, of course, be tantamount to devalu- 
than STEEL INGOT PROD. (st.) m July 657 6.97 6.62 4.96 | ation of the dollar. 
rod- Cumulative from Jan. |__| July 48.9 42.3 34.0 74.7 a tae oe 
cos- 
ENGINEERING CONSTRUCTION i : 
sale AWARDS (en) $m din: 04 57 110 129 94 Bsocterseomerts “- — — —— - prices 
Cumulative from Jan. |__| Aug. 14 3,365. 3,308 += 3,505 «5,692 of our goods abroad and so make the dollar hold- 
= ings of foreign nations go farther. When and if 
MISCELLANEO the nati fE back int " 
Paperboard, New Orders 9a Aug. 9 170 207 157 165 fi . “ cae ts err mnie _ 
eer: Footwear Production (pairs) m.........| May 36.5 39.5 49.5 as Or ee ae ans ee ee eee ee ee ae ee 
ir of Wihiiteu@ratuchaniltaniaaie in. value their now officially overvalued currencies in 
y 3 ae _| June 9.9 14.1 7.4 
ts in Do., —. a eo Oe 3.3 3.2 3.9 : order to stimulate their exports and curtail their 
of Do., Stocks, End Mo....... June 465 458 374 imports. 





Portland Cement Prod. (bbls. jm... June 16.0 13.4 14.5 





ag—Agriculture Dept. b—Billions. cb—Census Bureau. cd—Commerce Dept. cd2—Commerce Dept. (Avge. Month 1939—I00). ed3— 
Commerce Dept., seasonally adjusted monthly totals at annual rate. cdlb—Commerce Dept. (1935-9—100), using Labor Bureau and other 
Fall Data. e—Estimated. en—Engineering News-Record. |—Seasonally adjusted Index (1935-97—100). Ib—Labor Burequ, 1!b2—Labor Bureau 
158 ,1926—100). 1b3—Labor Bureau (1935-9—100). !b4—Labor Bureau, {1939—100). It—Long Tons. m—Millions. mpt—At Mills, Publishers, 
cord and in Transit. mrb—Magazine of Wall Street, using Federal Reserve Board Data. np—Without Compensation for Population growth. pc— 
Per Capita Basis. rb—Federal Reserve Board. rb2—Federal Reserve Board, Instalment and Charge Accounts. st—Short Tons. t—Thousands. 
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No. of 1947 ind | (Nov. 14, 1936, Cl—100) High Low Aug.9 Aug. 16 
red Issues (1925 Close—100) High Low Aug.9? Aug. 16 | 100 HIGH PRICED STOCKS. 89.87 72.58 83.06 84.48 
sed 304 COMBINED AVERAGE ___._ 148.0 111.5 128.7 132.5 100 LOW PRICED STOCKS._.._._183.14 124.35 = 145.43 150.08 
ynu- ! 4 Agricultural Implements _ 188.0 143.4 173.2 179.6 6 Investment Trusts 62.8 48.3 57.3 58.3 
off It Aircraft (1927 Cl—100)__ 167.1 108.2 121.7 128.0 3 Liquor (1927 Cl—100)____._ 933.6 592.1 710.4 721.6 
6 Air Lines (1934 Cl—100)_. 636.9 474.6 474.6c 486.9 8 Machinery _ —————EEs—«~' 9.4 123.6 143.0 148.0 
6A t 146.0 105.2 105.2b 110.8 3 Mail Order _.- SS Es«'292=«S 84.2 110.9 113.4 
14 Automobile Accessories ___._ 237.4 161.9 192.0 200.7 3 Meat Packing _- —————s*dIC'S'=-2 84.9 102.8 105.9 
11 Aut bil 42.8 30.8 36.3 37.8 13 Metals, non-Ferrous 196.7 137.4 154.8 155.6 
om- 3 Baking (1926 Cl—100)__._ 24.1 18.9 19.7 20.0 3 Paper 39.9 31.3 37.5 39.6 
<a 3 Business Machines ________._ 301.6 230.8 265.4 258.5 23 Petroleem. C2055 172.2 204.4 207.8 
yao 2 Bus Lines (1926 Cl—100)___ 175.0 116.1 127.9 137.6 20 Public Utilities _..  .-_-—s«134.4 104.3 113.8 114.5 
ISS 4 Chemicals 261.6 223.8 253.6 257.3 5 Radio (1927 Cl—100)____.__ 23.2 16.4 18.7 19.4 
ices 2 Coal Miniag S20: 14.0 16.6 17.6 8 Railroad Equipment 80.6 55.8 63.7 66.3 
un- 4 Communication. -=—=EE—«~SSB’I 40.6 46.0 48.1 23 Railroads 27.2 17.0 21.4 22.6 
— 13 Construction —_ ti«i SS 48.0 59.2 62.1 3 Realty 32.9 22.9 29.3 28.3 
ld 7 Contai 371.5 291.4 331.1 339.8 2 Shipbuilding _____ 114.4 87.4 95.1 99.8 
_ 8 Copper & Brass... ———s*wW~W—3..9 90.9 101.4 105.3 3 Soft Ditaks. CSS 462.9 570.5 577.8 
ent 2 Dairy Products... - 69.7 55.9 59.9 61.4 13 Steel & Iron 121.1 90.7 104.0 108.6 
5 Department Stores 78.6 55.6 66.3 67.6 3 Sugar 68.2 51.4 52.2 52.0 
5 Drugs & Toilet Articles___. 223.2 149.4 165.3 163.8 2 Sulphur 253.8 2tt.0 240.9 238.7 
2 Finance C 255.8 203.3 232.6 236.0 3 Textiles 137.0 93.8 129.8 137.0A 
7 Food Brands - OS 155.2 167.6 170.2 3 Tires & Rubber 41.4 28.8 31.0 31.0 
eat 2 Road stores OD 63.6 75.2 76.0 6 Tobacco 87.4 65.2 72.5 71.4 
; of 3 Furniture 66.1 66.1 80.8 83.6 2 Variety Stores __._--__s—« 3342.5 289.1 334.3 330.1 
for 3 Gold Mining.......-___ 2924.7 738.4 833.0 885.1 19 Unclassified (1946 Cl—100) 108.5 83.7 94.3 96.9 
as New LOW since: b—1945; c—1944. A—New HIGH since 1946. 
IET 


AUGUST 30, 1947 








Trend of Commodities 





With inflationary influences still dominant, spot and futures 
indexes of commodity prices climbed to new post-war highs 
during the past fortnight. Advances during the past 12 months, 
however, have been anything but uniform. Among the 14 com- 
modities which enter into the M. W. S. raw materials spot price 
index, for example, hides are selling at twice the price of a 
year ago. Thee next largest advance has been in copper—up 
82°/,. At the other extreme appears crude rubber, down 32%, 
followed by cotton, which is off 3%, due to rains along the 
cotton belt and prospects of a large yield. Commodity prices 
are even more contemptuous of the base periods upon which 
indexes are computed. Corn, for example, whose prospects are 
being scorched by hot and dry weather, is selling at 294%, of 
the 1923-5 averages—a new all-time high; whereas crude rub- 


bér, discouraged by competition from synthetic, brings only 
38°, of the 1923-5 average. Supplies of coarse grains for this 
fiscal year, including carryovers from last year, are estimated 
at about 5.48 billion ro of corn, oats, barley and grain 
sorghum, compared with 6.35 billion last season. Feed pros- 
pects, however, are not quite so gloomy as the figures might 
imply. The American Meat Institute says that, based upon the 
Aug. | crop estimate, there will be enough corn alone this 
season to provide 18.1 bushels for each animal unit in the 
country, compared with only 17 bushels in the pre-war years, 
1939-41. This is because there has been a substantial decline 
in the number of horses and mules on farms since pre-war days. 
Unlike us humans, animals are eating no more per capita now 
than then. 
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U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices — August 1939, equals 100 


Date 2Wk. I Mo. 3Mo. 6Mo. 1 Yr. Dec.6 

Aug.16 Ago Ago Ago Ago Ago 1941 

“18 Basic Commodities 305.6 305.6 306.7 296.1 310.9 240.5 156.9 
1! Imported Commodities 278.3 273.4 273.1 275.5 283.3 221.3 157.5 
17 Domestic Commodities__._ 324.8 328.7 330.7 310.2 330.3 253.8 156.6 


Date 2Wk. | Mo. 3Mo. 6Mo. 1 Yr. Dec.6 

Aug.16 Ago Ago Ago Ago Ago 194! 

7 Domestic Agriculture___._ 375.2 362.5 377.6 339.5 318.1 308.0 163.9 
12 Foodstuffs —__ 363.6 364.7 369.3 346.5 379.9 300.1 169.2 
16 Raw $ 268.0 267.9 266.6 262.9 267.3 203.5 148.2 
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14 Raw Materials, 1923-5 Average equals 100 
Aug. 26, 1939—63.0 Dec. 6, 1941—85.0 
1947 1946 1945 1943 1941 1939 1938 1937 
High 148.7 1288 958 92.9 85.7 78.3 65.8 93.8 
Low 1264 95.8 93.6 89.3 743 61.6 57.5 647 
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Average 1924-26 equals 100 


1947 1946 1945 1943 1941 1939 1938 1937 
High ......... 150.29 127.07 106.41 96.57 84.60 64.67 54.95 82.44 
Low 117.14 104.21 93.90 88.45 55.45 46.59 45.03 52.03 
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September 


To the extent that seasonal 
tendencies over a long period of 
years have any significance, Sep- 
tember is not a good month for 
the stock market. Over the 40 
market years back to 1905 (omit- 
ting 1914, when the Stock Ex- 
change was closed for some 
months, including September) the 
Dow-Jones industrial average had 
a sufficient September net ad- 
vance to make worthwhile profits 
possible in only 9 years. There 
were important net declines in 15 
vears; little change in the other 
17 years. In a long-term-average 
record there is an upside bias in 
every month, as we have noted 
before, for the reason that bull 
markets last about twice as long 
as bear markets. This detracts 
something from a seasonal rise, 
but makes a poor seasonal per- 
formance all the more _ note- 
worthy. The odds seem to be that 
September is likely to carry 
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stocks materially higher only un- 
der strong bull-market conditions. 
It is a bad month in _ bear 
markets; a poor to indifferent one 
in trading-range markets after a 
good summer advance. Having 
said which, we have to note that 
deviations from seasonal habit 
are always possible. Otherwise, 
making market money would be 
too easy. It never is; and when 
it seems so, look out. 


Soft Drinks 


The soft drink stocks have held 
relatively well in periods of gen- 
eral market softness. This is ac- 
counted for partly by the fact 
that summer is the industry’s 
heaviest selling season, but prob- 
ably mainly by the fact that there 
is a general belief the companies 
will fare better as a result of the 
termination of sugar rationing 
for industrial users. With the 
stocks still pretty well up from 
their lows, this column would 
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1947 1946 
Year June 30 $6.84 $4.80 
6 mos. June 30 2.61 1.71 
6 mos. June 30 2.70 1.19 
Year June 30 3.52 2.06 
6 mos. June 30 1.72 1.07 
9 mos, July 31 1.82 1.35 
24 weeks June 14 1.62 1.27 
28 weeks July 12 2.46 1.96 
6 mos. June 30 1.46 .39 
6 mos. June 30 2.09 1.04 
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rather take some profits than do 
any new buying. The profit out- 
look appears no better than fair. 
Costs have increased sharply, but 
drinks still mostly sell at five 
cents a bottle or five cents per 
glass at soda counters. Here is 
one place where inflation does not 
take hold. Because of intense 
competition, no company wants to 
risk taking the lead in boosting 
prices. If Coca-Cola did, most 
would be glad to follow immedi- 
ately; but this company, still by 
far the leader in sales, is so far 
standing pat. 


if 


Probably never were Dow- 
Theory trend “signals” more ten- 
uous than at the May low this 
vear, when the industrial average 
failed by 13 cents to make a new 
low and thus “confirm” the rail 
average’s reaffirmation of a 
major bear trend. One observer 
now makes the interesting point 
that this was due solely to the 
happenstance of the five-for-one 
split in Eastman Kodak voted 
April 29, and the fact that the 
Dow average is adjusted for splits 
but not weighted for total price 
of total outstanding shares. At 
the time in question, the new 
Eastman Kodak stock fell from 
463/, to 44. This reduced the aver- 
age only 13 cents. The same per- 
centage fall on the old stock 
would have been from 234 to 220, 
which would have knocked the 
average off 63 cents and to a new 
bear market low. In that case, 
Dow-Theory analysts would have 
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Trend of Commodities 





With inflationary influences still dominant, spot and futures 
indexes of commodity prices climbed to new post-war highs 
during the past fortnight. Advances during the past 12 months, 
however, have been anything but uniform. Among the 14 com- 
modities which enter into the M. W. S. raw materials spot price 
index, for example, hides are selling at twice the price of a 
year ago. Thee next largest advance has been in copper—up 
82°/,. At the other extreme appears crude rubber, down 32%,, 
followed by cotton, which is off 3% due to rains along the 
cotton belt and prospects of a large yield. Commodity prices 
are even more contemptuous of the base periods upon which 
indexes are computed. Corn, for example, whose prospects are 
being scorched by hot and dry weather, is selling at 294%, of 
the 1923-5 averages—a new all-time high; whereas crude rub- 


bér, discouraged by competition from synthetic, brings only 
38%, of the 1923-5 average. Supplies of coarse grains for this 
fiscal year, including carryovers from last year, are estimated 
at about 5.48 billion ae of corn, oats, barley and grain 
sorghum, compared with 6.35 billion last season. Feed pros- 
pects, however, are not quite so gloomy as the figures might 
imply. The American Meat Institute says that, based upon the 
Aug. | crop estimate, there will be enough corn alone this 
season to provide 18.1 bushels for each animal unit in the 
country, compared with only 17 bushels in the pre-war years, 
1939-41. This is because there has been a substantial decline 
in the number of horses and mules on farms since pre-war days. 
Unlike us humans, animals are eating no more per capita now 
than then. 
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U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices — August 1939, equals 100 


Date 2Wk. | Mo. 3Mo. &Mo. 1 Yr. Dec.6 

Aug.16 Ago Ago Ago Ago Ago 194! 

“26 Basic Commodities. 305.6 305.6 306.7 296.1 310.9 240.5 156.9 
1! Imported Commodities. 278.3 273.4 273.1 275.5 283.3 221.3 157.5 
17 Domestic Commodities__._ 324.8 328.7 330.7 310.2 330.3 253.8 156.6 
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14 Raw Materials, 1923-5 Average equals 100 
Aug. 26, 1939—63.0 Dec. 6, 1941—85.0 

1947 1946 1945 1943 1941 1939 

148.7 1288 958 92.9 85.7 78.3 

1264 95.8 93.6 89.3 743 61.6 


1938 
65.8 
57.5 


1937 
93.8 
64.7 


Date 2Wk. | Mo. 3Mo. 6Mo. 1 Yr. Dec.6 
Aug.16 Ago Ago Ago Ago Ago 194! 


7 Domestic Agriculture___ 375.2 362.5 377.6 339.5 318.1 308.0 163.9 
12 Foodstuffs pa 363.6 364.7 369.3 346.5 379.9 300.1 169.2 
16 Raw stri 268.0 267.9 266.6 262.9 267.3 203.5 148.2 
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Average 1924-26 equals 100 

1947 1946 1945 1943 1941 1939 1938 1937 
suum 150.29 127.07 106.41 96.57 84.60 64.67 54.95 82.44 

117.14 104.21 93.90 88.45 55.45 46.59 45.03 52.03 
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AND 


INCOME 


September 


To the extent that seasonal 
tendencies over a long period of 
years have any significance, Sep- 
tember is not a good month for 
the stock market. Over the 40 
market years back to 1905 (omit- 
ting 1914, when the Stock Ex- 
change was closed for some 
months, including September) the 
Dow-Jones industrial average had 
a sufficient September net ad- 
vance to make worthwhile profits 
possible in only 9 years. There 
were important net declines in 15 
vears; little change in the other 
17 years. In a long-term-average 
record there is an upside bias in 
every month, as we have noted 
before, for the reason that bull 
markets last about twice as long 
as bear markets. This detracts 
something from a seasonal rise, 
but makes a poor seasonal per- 
formance all the more _ note- 
worthy. The odds seem to be that 
September is likely to carry 
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stocks materially higher only un- 
der strong bull-market conditions. 
It is a bad month in bear 
markets; a poor to indifferent one 
in trading-range markets after a 
good summer advance. Having 
said which, we have to note that 
deviations from seasonal habit 
are always possible. Otherwise, 
making market money would be 
too easy. It never is; and when 
it seems so, look out. 


Soft Drinks 


The soft drink stocks have held 
relatively well in periods of gen- 
eral market softness. This is ac- 
counted for partly by the fact 
that summer is the industry’s 
heaviest selling season, but prob- 
ably mainly by the fact that there 
is a general belief the companies 
will fare better as a result of the 
termination of sugar rationing 
for industrial users. With the 
stocks still pretty well up from 
their lows, this column would 
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rather take some profits than do 
any new buying. The profit out- 
look appears no better than fair. 
Costs have increased sharply, but 
drinks still mostly sell at five 
cents a bottle or five cents per 
glass at soda counters. Here is 
one place where inflation does not 
take hold. Because of intense 
competition, no company wants to 
risk taking the lead in boosting 
prices. If Coca-Cola did, most 
would be glad to follow immedi- 
ately; but this company, still by 
far the leader in sales, is so far 
standing pat. 


if 


Probably never were Dow- 
Theory trend “signals” more ten- 
uous than at the May low this 
vear, when the industrial average 
failed by 13 cents to make s new 
low and thus “confirm” the rail 
average’s reaffirmation of a 
major bear trend. One observer 
now makes the interesting point 
that this was due solely to the 
happenstance of the five-for-one 
split in Eastman Kodak voted 
April 29, and the fact that the 
Dow average is adjusted for splits 
but not weighted for total price 
of total outstanding shares. At 
the time in question, the new 
Eastman Kodak stock fell from 
4634, to 44. This reduced the aver- 
age only 13 cents. The same per- 
centage fall on the old stock 
would have been from 234 to 220, 
which would have knocked the 
average off 63 cents and to a new 
bear market low. In that case, 
Dow-Theory analysts would have 
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called the summer move a bear- 
market rally, and none would 
have suggested that it might pos- 
sibly be a bull market. There is 
many an “if” in the stock market, 
but this is one of the most curi- 
ous ones in the writer’s recol- 
lection. 


Watch 


It seems logical to figure that 
there should be a heavy demand 
for labor-saving machinery for 
some years to come in industries 
where there is strong upward 
pressure on costs, where unit cost 
can be cut materially by more 
and better machinery, and where 
there is enough money to pay for 
new equipment. Such an industry 
is soft coal, thanks largely to the 
wage-boosting proclivities of a 
man named John L. Lewis. One 
of the machinery makers in a 
position to benefit sharply is Joy 
Manufacturing, capitalized at 
only $2.5 million of bonds and 
669,856 shares of common stock. 
Its earnings-dividend record has 
been superior, considering the 
cyclical nature of machinery busi- 
ness. Profits may be in the vicin- 
ity of $8 to $9 a share for the 
year ending September 30, 
against only $3.29 last year. The 
stock was a strong gainer on the 
summer rise, and is down only 
moderately from its peak, which 
was a new bull-market high for 
Joy—whether this is, in general, 
a bull market or a bear market or 
neither. It looks to this column 
like a promising speculation to 
buy in periods of market softness 
or on a scale down. 


Omen? 


The auto stocks, taken as a 
group, have often been prophetic 
on market trend. There have been 
many instances when they have 
topped or bottomed before the 
industrial average, none when 
they have lagged by any great 
time. For instance, they topped 
late in 1936, against March, 1937, 
for the general list. What may be 
to the point right now, they did 
not make a new 1947 high in late 
July. Neither did the rails; and 
neither did the bank stocks, to 
mention two other groups which, 
on the record, have some baro- 
metric quality. General Motors 
kept the auto group from making 
a new high this summer. Without 
it, there would have been a new 
high—but with only Chrysler re- 
sponsible for it, and that was 
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probably due to its stock split. 
However, let us not quibble. Gen- 
eral Motors belongs in the group, 
and the group failed to beat its 
previous high for the year. That 
is one little technical indication 
which, while not infallible, does 
provide some food for thought— 
all the more so because the motor 
industry has been widely cited as 
more sure of fine business for 
another couple of years than any 
other. 


Gold 


Gold mining stocks are meeting 
with a pretty good demand. It is 
not aggressive, because nobody 
feels at all sure when the dollar, 
and other currencies, might be 
revalued or by how much in 
terms of the U. S. Treasury price 
paid for gold. There have been 
plenty of rumors, the latest one 
— that the Secretary of the 
Treasury would soon price gold 
at $50 an ounce—having either 
originated in London or gained 
widest credence there. It has since 
been denied but other rumors will 
continue to crop up from time to 
time. It would seem logical to 
think that realignment of major 
currencies should be by joint ar- 
rangement, rather than unilateral 
action on the dollar; that there is 
no good reason for it so far as 
the dollar alone is concerned; and 
that action, if any, should either 
accompany or follow a Marshall 
program for recovery in Europe, 
rather than precede it. 


Retail Trade 


If general business and na- 
tional income continue to hold at 
a high level through the second 
half year, which now seems more 
likely than not, retail trade earn- 
ings for 1947 will make a better 
showing than had been expected. 
They will be down, of course, from 


last year’s phenomenally high 
figures, but will be well up from 
those of the first half year, partly 
because of the seasonally large 
sales in the latter part of the 
year, partly because it appears 
that another heavy wave of mark- 
downs is out of the reckoning. If 
so, many retail equities are con- 
servatively priced on probable 
earnings. Given a renewal of gen- 
eral market strength, they could 
rise substantially. There are many 
good ones. To name but three, 
this column is partial to Bond 
Stores, Montgomery Ward, and 
Sears, Roebuck. 


Oils 


The oil stocks have had a good 
advance from the year’s lows. 
many are near their individual 
bull-market highs. This column 
can see nothing whatever the 
matter with the industry’s pros- 
pect, but would expect that for 
some time to come the oils might 
do less well than the industrial 
average should the general trend 
be up. What’s the objection to 
taking at least a portion of profits 
in speculative issues or good ones 
that were bought primarily for 
capital gain? They were bought 
for profit; and now show profit. 
Maybe it will get bigger in time, 
maybe not. We can recall when 
retail stock, air lines, liquors and 
movies were market favorites — 
and when few thought the party 
was over. We do not know that 
the party is over in oils. Probably 
not. Still, there is something to 
be said for some selling when 
everything looks rosy and the 
market prices are well up. Some- 
thing, usually unpredictable, 
seems to have a way of happening 
sooner or later to stock groups 
which not long before had been 
the “fair-haired boys” of the 
market place. 
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The Fight against 
World Crisis 


(Continued from page 582) 
and would “work for themselves,” 
fewer hours and for more pay. 

The “taking-it-easy” attitude 
induced by socialism and com- 
munism explains, however, only 
in part why the European worker 
relaxed his effort to produce. An 
important factor has been the 
lack of goods and the distrust of 
local currencies. In Germany, 
France, and Italy, where the pur- 
chasing power of currency is 
bound to change almost daily, 
labor is known to work only three 
or four days a week—long enough 
to buy absolute necessities. 

There is no incentive to save. 

In Great Britain the situation 
is reversed. By drawing on their 
wartime savings, the people are 
spending more than they produce. 
And they do not work because 
they have more money than ever 
before. People who have been to 
Britain talk of football matches, 
races, and dance halls packed full. 
The consumption of electricity 
and passenger traffic has never 
been higher. Almost any con- 
sumer article produced is snapped 
up by the domestic market—why 
worry about foreign markets. 

The weakness of some of the 
British industries will be seen 
from the accompanying table, 
comparing the situation in the 
British and the American coal 
industries. The significant fact 
that the underground production 
per man was 414 times larger 
here than in Great Britain cannot 
be explained away by natural dis- 
advantages and the wartime de- 
terioration of mines. Incentive on 
the part of both management and 
labor has been lacking. Note, for 
example, that only about one per 
cent of the British coal was 
power-loaded as compared with 
nearly 50 per cent in this country. 

The British coal industry is in- 
efficient and undermanned. Yet 
the wellebing of the country de- 
pends upon it; as Professor Lionel 
Robbins expressed it, “100,000 
additional men in the coal indus- 
try may make all the difference 
between Great Britain’s continu- 
ing as a great power... and eco- 
nomic chaos.” 

With recruiting slow among 
British labor, the situation will 
have to be saved by importing 
1000,000 miners from Italy and 
other Continental countries. 

European enterpeneurs have 
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been discouraged by socialization. 
Many of them do not care whether 
their business expands or not; if 
it should grow too large, it would 
be subject to nationalization. So 
the European businessman pre- 
fers to keep the little that he has 
left in the form of American gold 
eagles in Switzerland, rather than 
to struggle with the Government 
about how to run his plant. 


The Crisis of Production 


Boiled down, the dollar crisis 
in Europe is really the crisis of 
production. Europe is producing 
less than it would have, not neces- 
sarily because of wartime ex- 
haustion and destruction, but 
also because of the lack of will to 
work hard on the part of both 
labor and management, for rea- 
sons diametrically opposite. 

Considered from the viewpoint 
of the production crisis in Europe 
(and underproduction in China 
and Southeastern Asia for some- 
what different reasons), our great 
export boom, while a feather in 
our hat, becomes really evidence 
of the world’s failure to restore 
production. It has been estimated 
that on the basis of our present 
national income, the United 
States could have absorbed 
around $9 billion of goods. In- 
stead we are importing this year 
only about $5 billion. True, we 
are more self-sufficient than ever 
before, but we could have used 
large quantities of foreign tex- 
tiles, leather goods and various 
food (drink), and manufacturing 
specialties. Higher imports 
would have kept prices down in 
some lines while smaller exports 
would not have pushed the prices 
so high in other lines. The great 
export boom would have been 
stretched rather than telescoped 
into a few months, and many a 
country would not have gone 
panicky about dwindling dollars. 

The Crisis of Management 

Europe’s production could have 
been brought to a higher level. 
There cannot be a dispute about 
that. The obstacles placed in the 
way of private initiative and the 
failure to give the workers suffi- 
cient incentive must be laid to 
the poor quality of management 
by the State or by the Leftist 
parties. The capitalist system 
could easily correct the situation 
by letting the price and interest 
rates rise, and by balancing bud- 
gets. The question is will the 
socialist management rise to the 
occasion and apply the needed 
correctives which under the free 


enterprise system would have 
been automatic. 

What is striking in all this is 
that the world crisis is being 
brought on not by the “worn out, 
outmoded capitalistic system,” 
but by the failure of planned 
socialist economies to make the 
best of the given situation. 

What Can We Do 


What it all amounts to, is—as 
was already pointed out—that we 
are offered Hobson’s_ choice. 
Rather than reverse our position 
and wash our hands of all the 
mess abroad, the lesser evil is to 
offer more help to the socialist 
Governments of Europe. Will the 
aid rendered prove inflationary? 
Will the continuation of high tax- 
ation kill private initiative here? 
The three Committees delving in- 
to the Marshall Plan should find 
answers to that. 

Since we cannot very well in- 
terfere in the internal affairs of 
friendly countries, we cannot very 
well dictate to them how they 
should manage their economies or 
even how they should use our 
money with the best effect. We 
can only hope that the European 
people will sooner or later get 
tired of planning and Socialist 
“management” and come to see 
things our own way. 





As | See It 





(Continued from page 577) 
evidently believe the risk is well 
worth the taking. 

It seems that the Marshall plan 
has introduced a common sense 
thinking based on an assembling 
of facts rather than the emotional 
reactions produced by fear of Rus- 
sia and the uncertainties her 
propaganda has created regardinz 
the policy of the United States. 

When men think in that fash- 
ion they usually find the answer 
that will bring a solution to their 
problems. In fact, the world has 
found the way in which Secretary 
Marshall has handled the various 
problems he inherited from Mr. 
Byrnes so impressive that I be- 
lieve for the first time we are set- 
ting a base for progress. His han- 
dling of Russia has been partic- 
ularly interesting as it is realistic 
rather than “tough” and that is 
something the Kremlin under- 
stands and will increasingly come 
to respect. We have every reason 
to give Secretary Marshall full 
and complete cooperation in all 
efforts and particularly in West- 
ern Europe at the moment. 
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What's Ahead For 
Office Equipments 





(Continued from page 601) 


of paper work required in modern 
business to provide statistical and 
other data to comply with Fed- 
eral and state regulations. 


Export Market Important 


Of chief concern to the office 
equipment producers has been the 
growing shortage of dollar credits 
in foreign countries. The need for 
new office machines abroad is even 
greater than in the United States. 
Shipments to foreign countries 
have been growing in importance 
during the past year. At times 
before the war foreign markets 
took between 25 per cent and 40 
per cent of total office equipment 
sales. The industry had been hop- 
ing to get the proportion up to 
50 per cent or better. Increasing 
industrialization abroad has been 
encouraging to prospects for for- 
eign sales. 

Recent dwindling of dollar sup- 
plies abroad, and trend toward im- 
port restrictions by foreign coun- 
tries, have made uncertain the 
outlook for foreign business, at 
least over the medium-term. The 
future for effective, as distin- 
guished from potential, foreign 
demand depends on whether, and 
when, arrangements can _ be 
worked out to assure continued 
large-scale purchases of American 
goods. 

At present levels in relation to 
current earnings, prices of office 
equipment stocks appear to be dis- 
counting a fairly sharp decline in 
sales, due either to loss of foreign 
business or a general business re- 
cession in the United States or 
both. Although increased wage 
rates have raised the break-even 
point for the industry, a 20 per 
cent drop in sales would cut earn- 
ings only 30 per cent to 40 per 
cent. Even at so reduced a level, 
price-earnings ratios indicated in 
the present market would still be 
low, historically. 

In view of the efforts under 
way to maintain economic stabil- 
ity and purchasing power in for- 
eign countries, and in view of lack 
of evidence that a major business 
recession in the United States is 
imminent, stocks of better situ- 
ated office equipment companies 
at present prices appear conserv- 
atively valued. 
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Outlook Good for Most Companies 


Among individual companies in 
the industry, Addressograph- 
Multigraph dominates the world 
market for addressing, mailing 
and duplicating machines. Contrib- 
uting to earnings stability is the 
fact that sales of supplies and ac- 
cessories normally make up more 
than 50 per cent of total sales. 
Earnings for the nine months 
ended April 30 mounted to $4.14 
a share on common, before pro- 
vision for contingency reserve, in- 
dicating that profits for fiscal year 
ended July 31, on the same basis, 
may be shown around $5.75 a 
share. Effective cost controls, ag- 
gressive management and a 
strong trade position are favor- 
able factors for this company. 

Principal lines of Burroughs 
Adding Machine, fourth largest 
producer of office machines, con- 
sist of adding, billing, calculating 
and bookkeeping machines. For- 
eign business has varied widely in 
the past, has averaged around 25 
per cent to 30 per cent of total 
sales. In the first half of this year 
company earned 53 cents a share, 
had an order backlog of $78 mil- 
lion on March 31. Operating ef- 
ficiency has been considerably in- 


‘creased through reduction in the 


number of models and working 
parts. Earnings for full year 1947 
may approximate $1 a share. 

Felt & Tarrant merged with its 
subsidiary, Comptometer Co., in 
October, 1946. The company has a 
strong position in the computing 
machine field, has paid cash divi- 
dends each year since 1909, with 
exceptions of 1921 and 1932. 

International Business Ma- 
chines, dominant producer of ac- 
counting, bookkeeping and tabu- 
lating machines, has had a record 
of consistent growth and new 
peak profits. The company leases 
its machines, and such rentals 
provide 75 per cent of total 
revenues. Outright sales, consist- 
ing mainly of machine cards, also 
are stable. The company has fol- 
lowed a policy of continuous in- 
tensive research, and pricing itself 
into constantly broadening mar- 
kets. Rental rates have been un- 
changed since 1931, and sales 
prices have been increased only 6 
per cent. Foreign business makes 
up about 20 per cent of total. 

National Cash Register, manu- 
facturer of about 90 per cent of 
the cash registers produced in the 
United States, has been giving in- 
creasing attention to output of ac- 
counting machines, adding type- 


writers, posting machines and 
other specialties, in view of lim- 
ited further growth potentialities 
for the cash register business. 
The new lines now make up about 
20 per cent to 25 per cent of total 
sales. Normally about 50 per cent 
of sales has been in foreign mar- 
kets. Current earnings are at a 
high level—$3.08 a share for the 
first half of this year—due to de- 
ferred demands that developed as 
result of war production stoppage. 

Remington Rand derives about 
75 per cent of sales revenue from 
filing and indexing systems, type- 
writers and supplies. Other lines 
include electric razors and ac- 
counting, tabulating, calculating 
and photographic equipment. A 
relatively high-cost producer, the 
company is capable of making 
substantial profits when sales vol- 
umes are large, but earnings de- 
clines are relatively sharp in un- 
favorable periods. Because of cy- 
clical swings in earnings, the 
stock usually has sold at a com- 
paratively low price-earings ratio 
—at less than three times earn- 
ings in three of the past 10 years. 
Earnings in the quarter ended 
June 30, 1947, were $0.89 a share 
on common, and for the fiscal year 
ended March 31 profit was $3.56 a 
share on basis of present capital- 
ization, after the 2-for-1 split. Dut 
to labor difficulties and a probable 
decline in sales from the early 
1947 peak, lower profits than for 
past year are expected in current 
fiscal period. 

Royal Typewriters, one of the 
four large makers of typewriters, 
has been showing a strongly ris- 
ing rate of sales and earnings, 
aided by greater availability of 
materials and expanded produc- 
tion facilities. Prior to the war 
about 80 per cent of sales were 
domestic, only 5 per cent to Eu- 
rope. Earnings in the nine months 
ended April 30 amounted to $2.26 
a share. Record shipments are in- 
dicated for the period immediately 
ahead. 

L. S. Smith & Corona, fourth 
largest maker of typewriters, also 
is a producer of low-priced adding 
machines and a duplicating ma- 
chine of the hectograph type. 
About 80 per cent of sales are do- 
mestic. On average, about 75 per 
cent of sales revenues is derived 
from sales of typewriters and 
parts, 18 per cent from carbon 
paper and ribbons. Profits in the 
nine months ended March 31 
amounted to $3.09 a common 
share, probably will be shown at a 
somewhat higher rate for balance 
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of this calendar year. 

Underwood Corp. is one of the 
three largest makers of office and 
business equipment. Typewriters 
usually account for about one half 
of total sales, followed by account- 
ing machines, adding machines 
and supplies such as ribbons and 
carbon paper. Institutions are 
principal buyers, and foreign busi- 
ness usually accounts for about 35 
per cent of total. Order backlog is 
sufficient for a year of capacity 
operations. Earnings for first six 
months of this year amounted to 
$2.95 a share. 





1947-1948 Prospect 
For The Railroads 





(Continued from page 596) 
service and in road freight service 
on the basis of 1946 operations. 
This showed that diesel operation 
cost $0.609 a mile as compared 
with $1.496 a mile on steam, re- 
sulting in a saving of 88.7 cents 
a mile or $1,667,625 for the year. 
In road freight service, diesel 
costs were slightly higher at 
$0.874 a mile as compared with 
$1.499 a mile for steam operation. 
The saving for the year was 
slightly more than $500,000. 

There is every indication that 
other roads have encountered sim- 
ilar experience and this tends to 
explain the fact that Gulf, Mobile 
& Ohio as well as several other 
roads have decided to replace all 
steam locomotives with diesel 
power units. 

More general installation of 
central train control systems and 
radio communication facilities 
promises substantial economies in 
wages and operating time. Modern 
communication systems are not 
only providing faster freight serv- 
ice but are affording substantial 
savings in labor costs. Consider- 
able further progress in this di- 
rection is possible as a means of 
reducing the percentage of reve- 
nues going to labor. 

(4) The impressive reduction 
in fixed charges accomplished in 
the last six or eight years has 
minimized the threat of unprofit- 
able operations and defaults on 
obligations. Fixed charges have 
been reduced about 50% since 
1929 and most roads which can do 
so are appropriating funds this 
year for further debt reductions 
to guard against the time when 
there may be a serious decline in 
revenues. As a result of this finan- 
cial improvement a crisis such as 
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experienced in 1932 probably 
would have few serious conse- 
quences in the railroad industry. 
For example, current fixed charges 
would have been more than cov- 
ered by earnings reported for 
1932. Fifteen years ago fixed 
charges approximated $666 mil- 
lion and earnings were sufficient to 
cover only 79 per cent of such 
charges. 

Railroads enlarged working 
capital during the war to the 
highest level in more than a gen- 
eration and this improvement 
has continued up to the present 
time. Progress last year was re- 
tarded to some extent by rising 
costs but net quick assets of the 
Class I roads came to more than 
$1.9 billion, compared with less 
than $540 million six years pre- 
viously. This does not take into 
account the large expenditures 
for improvement of physical 
equipment. The enlargement of 
earnings during the war enabled 
many carriers to anticipate near- 
by maturities and either to retire 
these or refund obligations to 
later dates. As a result there are 
comparatively few important ma- 
turities in the next few years to 
present problems for manage- 
ment. 

Thus with the outlook for traf- 
fic more hopeful than seemed pos- 
sible six to twelve months ago and 
with the wage-rate negotiations 
presenting fewer problems than 
these experiences usually have oc- 
casioned in the past, the carriers 
can look forward to the normally 
favorable autumn months with 
greater confidence than a year 
ago when it was apparent that a 
failure to obtain immediate rate 
relief would have serious conse- 
quences on 1946 earnings. 


Higher Freight Rates 


The recent announcement that 
the Interstate Commerce Commis- 
sion in setting hearings on the 
railroads’ application for another 
increase in rates would restrict 
taking of testimony to one city 
—namely, Washington—was re- 
garded as significant. As a gen- 
eral rule, the commission ar- 
ranges for a series of meetings 
in various sections of the country 
to permit shippers’ organizations 
to present their case in opposition 
to higher charges. This change in 
procedure suggests that the com- 
mission simply may reopen “Ex 
Parte 162,” the official title of last 
year’s rate case, so as to modify 
necessary. This would avoid the 


terms of the increase if deemed 
necessity of formal docketing of 
a new case and lengthy delibera- 
tions. The hearings are scheduled 
to open September 9. 

The railroads have based their 
plea for higher rates on the need 
for additional revenues to “close 
the gap” in ratios between costs 
and income. The carriers contend 
that costs of operation have risen 
sharply as a result of price in- 
creases on coal and fuel oil, on 
rails and other supplies as well as» 
for new equipment. Wages and 
payroll taxes also have enhanced 
their burden with the result that 
total operating costs are esti- 
mated to have climbed $2.3 bil- 
lion a year. The rate increase 
that became effective January 1 
is expected to offset higher ex- 
penses to the extent of $1.2 bil- 
lion, while more recent passenger 


i fare increases promise to coun- 


teract heavier costs moderately. 
The roads estimate that there still 
may be a difference of about $1 
billion between the greater costs 
and the enlarged revenues. They 
are seeking, therefore, a 16 per 
cent rise to restore “sound eco- 
nomic conditions in transporta- 
tion.” 

In their latest petition for relief 
the carriers have made no allow- 
ance for further possible wage in- 
creases. The roads might not have 
moved so promptly to seek addi- 
tional income to counteract 
steeper costs for materials if it 
had not been apparent that an- 
other round of wage increases was 
on the way. In order to avoid se- 
rious consequences of the usual 
time lag between effectiveness of 
retroactive wage boosts and com- 
pensating rate adjustments the 
carriers have asked for speedy 
consideration of their latest plea. 

Need for relief to meet steadily 
rising costs is emphasized by the 
fact that earnings last year fell 
far short of reasonable expecta- 
tions despite the fact that traffic 
reached the highest level under 
peacetime conditions. In their ad- 
vertising campaign the roads have 
drawn attention to the fact that 
they realized a return of only 2.19 
per cent on total property invest- 
ment instead of the 6 per cent to 
which they are entitled under law. 
The recovery this year may lift 
net income to 3 per cent on in- 
vestment, but this still is regarded 
as inadequate to support a pros- 
perous transportation industry 
capable of preparing for national 
emergencies. 

In meeting the contention of 
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shippers that rates have advanced 
unjustifiably the roads have 
shown that operating costs have 
risen some 50 per cent since the 
beginning of the war, whereas 
compensation in freight and pas- 
senger charges (not including 
federal taxes on travel) have ad- 
vanced only about 1714%. Thus 
travel and shipping costs have 
moved upward at a much slower 
pace than other items entering 
into the cost of living. 

’ The latest move by the non-op- 
erating unions and the five broth- 
erhoods for wage increases has 
spurred management to renewed 
efforts to mechanize operations as 
much as possible. Outstanding 
progress has been made in this 
direction. Otherwise, the roads 
would have been unable to keep 
their heads above water. The so- 
called break-even point in opera- 
tions has been climbing, but it 
would have been much higher had 
not steps been taken to improve 
efficiency. Plans have been put 
into effect to obtain heavier load- 
ing and to haul longer trains. 
Locomotives have been made 
more powerful and savings have 
been developed in unloading and 
in yard switching. 


Gains in Railroad Labor Efficiency 


As an index of gains in operat- 
ing results, the commission re- 
cently pointed out that whereas 
Class I roads moved 797 ton-miles 
of freight per car in 1941, the 
total had been raised to 948 ton- 
miles in 1946. At the same time, 
tons hauled per train rose to 1,086 
from 915, while the average length 
of trains increased slightly. The 
result shows up in greater traffic 
units per man-hour of employ- 
ment—that is, labor efficiency. 
The greatest progress was 
achieved by western roads as 
shown in the commission analysis 
indicating that traffic units in 
that area jumped to 208 from 153 
per man-hour of employment be- 
tween 1941 and this year. In 
other words, labor was about 36 
per cent more efficient. In the 
eastern region efficiency rose 8 
per cent, in the Pocahontas sec- 
tion 10 per cent, in the southern 
region 16 per cent and for the 
country as a whole 19 per cent. 

This improvement has been ac- 
complished without the benefit of 
wide use of radio and central train 
control systems. In the next few 
years as these services are ex- 
tended, further economies in train 
movement can be made. So long 
as there is hope of improving 


man-hour traffic units, the roads 
can offset higher wages. Man-hour 
volume is lowest in the east, 
which averaged 187 in the first 
quarter this year compared with 
381 for the Pocahontas region, 
where mechanization has reached 
a high standard in loading and 
unloading coal cars. 

One of the points stressed by 
the railroads in petitions for rates 
sufficient to assure a strong trans- 
portation system is the need for 
large capital expenditures to mod- 
ernize their facilities and to install 
new labor-saving control devices. 
Accordingly, managements stress 
the necessity for safeguarding 
their healthy working capital po- 
sitions built up through the for- 
tunes of war. 

The suddenly impact or retroac- 
tive wage increases in 1946 im- 
posed a heavy strain. Since then 
unfavorable results on a few east- 
ern roads in the first half of this 
year lowered working capital mod- 
erately, but the deterioration is 
believed to have been corrected 
and a further slight gain is antici- 
pated for 1947. Larger expendi- 
tures will be required in the next 
few years for plant improvements 
to permit the railroads to hold 
their competitive gains. Hence, 
managements insist it is impor- 
tant to keep working capital at a 
high figure. 

This financial betterment, men- 
tioned previously, provides strong 
assurance for bondholders. This 
industry is prepared — and is 
striving to hold this position—for 
an eventual business recession. 
The 1937 experience, when traf- 
fic declined precipitately at a time 
finances were inadequate, is well 
remembered. 


Outlook for Railroad Traffic 


The fact that railroads can 
scarcely hope to tap important 
new sources of freight means that 
systems must be managed to ob- 
tain the greatest possible return 
from business already available. 
Traffic has been stimulated for 
eastern carriers by exceptional 
movement of materials to the At- 
lantic seaboard for shipment to 
Europe. Exports currently are 
running at abnormally high levels 
and conceivably may slacken in 
months ahead, but the urgent 
need abroad for American re- 
sources points to the likelihood 
that freight movements may re- 
main active. 

Some carriers are fortunate in 
developing new traffic volume, 
however, such as Chesapeake & 


Ohio and Louisville & Nashville, 
which are extending line to newly 
developed coal fields in West Vir- 
ginia, in Wise County, Virginia 
and in eastern Kentucky. C. & O. 
expects to gain an additional 1.2 
million tons a year from Clinch- 
field Coal’s newly opened property 
in the “Trail of the Lonesome 
Pine” country. A 14-miles exten- 
sion is being constructed, includ- 
ing a 3,400-foot tunnel through 
Pine Mountain. To the West, 
L. & N. is extending its lines 17 
miles in eastern Kentucky to 
reach a new mine being opened by 
Pittsburgh Consolidation Coal at 
Rockhouse Creek. The road an- 
ticipates that new developments 
on its lines will mean an additional 
1.2 million tons annually after an- 
other year. These properties are 
being equipped with the latest 
type of labor-saving machinery, 
which indicates that they may be 
able to produce low cost fuel and 
outlast older competitors. 

Exceptionally heavy demand 
for coal in Europe has led to a 
sharp increase in exports. Author- 
ities think this movement will 
continue for another year or 
longer, indicating that railroads 
serving the Pocahontas region 
should benefit from the enlarged 
traffic. 

In addition to economies gained 
through operating improvements, 
managements are ready to con- 
sider megers or working agree- 
ments whereby traffic may be in- 
terchanged. Chesapeake & Ohio, 
for example, is moving toward a 
closer alliance with New York 
Central in a search for wider out- 
lets for coal traffic originated in 
the Pocahontas region. C. & O. 
naturally wants an exchange of 
industrial freight for its bitumi- 
nous shipments destined for in- 
dustrial centers along the Central 
system. 

Gulf, Mobile & Ohio, achieving 
substantial benefits from absorp- 
tion of the old Chicago & Alton, 
now is studying the possibilities 
of a tie-up with the revived St. 
Louis-San Francisco. These de- 
velopments tend to rouse specu- 
lative interest in railroad shares 
regardless of longer term influ- 
ences. 





What First Half 
Corporate Reports Reveal 





(Continued from page 587) 
few instances lack of available fig- 
ures has made it necessary to use 
reports for six months at a time. 
The table brings out quite clearly 
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a picture of how industry had 
a difficult time generally in the 
early part of 1946, began to pull 
out of its hole in the second half 
of last year, pushed ahead in the 
first quarter of 1947 and then be- 
gan to show signs of faltering in 
the quarter recently ended. In 
making our selections this time 
we have picked an equal number 
of concerns that have continued 
their uptrend in earnings and 
those that have not been quite so 
fortunate in this respect. 

The steady advance in earnings 
of American Chicle during the last 
three quarters to an even $1 per 
share reported for the June quar- 
ter reflects more adequate sup- 
plies of both imported chicle and 
sugar. The president of this inter- 
esting company predicts that 
prices for important ingredients 
used in his product may recede 
before long, and hints that new 
sources of supply may replace im- 
portant materials hitherto origi- 
nating in foreign countries. Faced 
with months of strikes last year, 
Allis Chalmers made a _ sorry 
showing for the first three quar- 
ters of 1946, and their spectacular 
recovery in the fourth quarter 
was due wholly to credits for tax 
refunds. While tax adjustments to 
be made later on in the current 
year may modify the figures 
shown for the two 1947 quarters, 
it looks as if this concern were 
now well on the way with more 
profitable operations. 

It might appear from the three 
six months reports of American 
Locomotive Company that earn- 
ings of this concern had developed 
a downtrend warranting worry. 
But although the 58 cents per 
share earned in the last six 
months looks pretty slim com- 
pared with $1.82 for the same pe- 
riod in 1946, allowance must be 
made for non-recurring and un- 
usual expenses in the latest pe- 
riod. Changeover to production on 
a mass basis for ALCO’s new 
mainline Diesels necessarily cut 
heavily into profits. As this con- 
cern has unfilled orders exceeding 
$90 million, much better earnings 
are to be expected as the new 
schedules are brought into play. 
It is such circumstances as this 
as invite caution on the part of 
investors in appraising statistics 
merely by their face value, for 
seeming trends are not always 
what they appear to be. 

Bethlehem Steels’ dip in earn- 
ings to $3.61 per share compared 
with $4.84 in the first quarter re- 
flects the larger payrolls enforced 
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during the last quarter, along 
with higher costs of materials, be- 
fore the recent advance in prices 
for the company’s numerous prod- 
ucts was put into effect. Just how 
well this latter move may again 
widen profit margins remains to 
be seen, but rather naturally con- 
siderable improvement should re- 
sult. As this same situation ap- 
plies in substantial measure to 
many concerns in different lines 
under today’s continued flux of 
costs and prices, it is interesting 
to bear in mind. It has become ap- 
parent that the offsetting swings 
to raise prices every time that 
wages have to be boosted cannot 
indefinitely be relied upon. And 
in all probability the benefits from 
such strategy have nearly been 
exhausted now. But in cases like 
that of Bethlehem where net earn- 
ings of $14.89 per share during 
the past 12 months compared with 
dividend disbursements of only 
$6 per share in 1946, stockholders 
will not have much occasion for an- 
xiety if net levels off eventually at 
a relatively narrower coverage. On 
this surmise it is interesting to 
note that for the group of con- 
cerns shown on our table, the 
average earnings per share for 
the past twelve months were ap- 
proximately $5 per share com- 
pared with dividends that ab- 
sorbed about $2, or only 40%. 
Thus the cushion against possibly 
and probably lower earnings is 
fairly thick. On a much larger 
group of companies, though, the 
showing might be considerably 
different, one way or the other. 
The significantly larger amount 
of dividends distributed by all 
corporations during the first half 
of the current year indicates con- 
fidence by managements generally 
that they can afford to be liberal 
in view of the outlook. 
International Business Ma- 
chines is well upstage with its al- 
most consistent earnings gains 
from quarter to quarter during 
the last eighteen months. Good 
cost controls and larger sales have 
benefitted this stable concern de- 
cidedly. Another concern, Union 
Bag & Paper, has made similar 
satisfactory progress with hardly 
an interruption since the begin- 
ning of 1946. This latter industry 
continues to be blessed with a 
demand in excess of its capacity, 
with no signs of an approaching 
slow down in the near future. If 
Warner Brothers is a fair example 
of the moving pictures industry, 
though, declining attendance: in 
the theaters and high operating 


costs are slowly tending to create 
a squeeze upon profit margins. 

Summing up, it seems rather 
clear that many concerns have 
reached or passed the peak of 
their earning power in the post- 
war immediate period. For the 
balance of 1947, at least, forth- 
coming interim reports are likely 
to confirm this idea, although spe- 
cially favored concerns in certain 
industries have hardly yet gotten 
into their real stride. As pointed 
earlier in our discussion, though, 
such statements are cautionary 
rather than pessimistic, for as yet 
there is no evidence of anything 
but above-average good times in 
sight. 





East and West Square Off 
For Business Battle 


(Continued from page 585) 
New Jersey, Pennsylvania, and 
other populous States. Availa- 
bility to markets has always been 
one of the most important factors 
in the success of a business, since 
it facilitates rapid placing and 
delivery of orders, close coopera- 
tion with customers, rapid turn- 
over of inventories, and low-cost 
packaging and transportation. 

Moreover, selling to old-estab- 
lished distributors usually in- 
volves less credit risk than new 
and untried dealers in a rapidly 
expanding territory. Commercial 
failures among the distributive 
trades on the West Coast have 
shown a rather disquieting in- 
crease during the past year, ac- 
cording to the Dun & Bradstreet 
records, although this tendency 
is by no means confined to that 
region. 





New York 
Largest Wholesale Center 


For the manufacturer who 
does not sell direct to dealers, 
New York City is the largest 
wholesale and jobbing center in 
the world for a wide variety of 
different products. It is particu- 
larly important in such lines as 
textiles, clothing, jewelry, chemi- 
cals, drugs, cosmetics, paper, dis- 
tilled liquor, hardware, and other 
building materials. 

In retail trade, New York is a 
world center because of the popu- 
lous market, plus the large num- 
bers of visitors passing through 
there on business trips, vacations, 
conventions, etc. New York is also 
the leading American port for 
outgoing and incoming ocean 
freight, and for most of the 
Transatlantic and Latin American 
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passenger lines. Forty-one rail- 
roads serve New York State, and 
almost 1,000 aircraft leave the 
New York City airports each day 
for every part of the world. 

New York State has an abun- 
dance of electric power, two- 
thirds of which is generated by 
steam and one-third by Niagara 
Falls and other water resources, 
with a Statewide grid of inter- 
connecting lines assuring con- 
tinuity of service. About 70% of 
all New York farms are electri- 
fied, in contrast with a national 
average of but 33%. 

New York has extensive min- 
eral resources, ranking either 


first or second among the States 
in the production of gypsum, talc, 


peat, emery, abrasive garnet, 
crystalline graphite, salt, sand, 
and gravel. Its forests supply the 
materials for lumber mills, pulp 
and paper mills, woodworking 
plants, and furniture factories, 
while its clay deposits are used 
for the manufacture of pottery, 
china, brick, and tile. 

With this combination of favor- 
able conditions, it is not surpris- 
ing that New York ranks first 
among the States in such major 
industries as clothing (men’s, 
boys’, women’s, misses’, and chil- 
dren’s), shirts and other men’s 
furnishings, millinery, fur coats 
and other fur garments, leather 
goods, carpets and rugs, paper 
and paperboard, containers and 
boxes, perfumes, cosmetics, toilet 
preparations, drugs, medicines, 
insecticides, fungicides, electrical 
machinery, photographic equip- 
ment and supplies, scientific in- 
struments and apparatus. It 
ranks first also in printing (in- 
cluding newspapers, periodicals, 
books, music, and job) and is the 
nation’s center for advertising 
agencies and for sales research 
organizations. 

In many of these industries 
enumerated, in which New York 
leads all other States, it is true 
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that California is building up its 
own competing enterprises, and 
doubtless will continue to do so 
to an increasing extent as time 
goes on—both through companies 
having headquarters in the West, 
and through Western branches of 
progressive companies having 
headquarters elsewhere. 

Los Angeles has in recent years 
risen rapidly as a creator of 
fashions in women’s. clothes, 
shoes, and accessories, yet that 
does not necessarily mean that 
New York’s volume will be cur- 
tailed. The same is true of cos- 
metics and make-up, photo- 
graphic equipment, frozen foods, 
radio sets, phonograph record- 
ings, and many others. In pro- 
duction of automobile and truck 
tires, it is second only to Akron. 


West Does Not Endanger 
Eastern Steel Producers 


United States Steel, Bethlehem, 
and other large producers have 
greatly expanded their West 
Coast plants, yet this need not 
endanger the Eastern producers 
since it is part of the sound proc- 
ess of national growth through 
decentralization. Henry Kaiser’s 
great plants on the West Coast 
making steel, aluminum, and 
cement may eventually threaten 
the Eastern producers, yet it may 
well be that all of their production 
will be needed in meeting the 
demands of the vast and growing 
West. 

At the same time, the fact that 
California now leads the world in 
a number of industries, such as 
aircraft building, petroleum pro- 
duction and refining, and motion 
picture studios, does not prove 
that eventually it will obtain a 
monopoly in such lines. It should 
not be overlooked that the en- 
gines to power the airplanes are 
made, and probably will continue 
to be for some time, in Connecti- 
cut; that the big oil companies 
in New Jersey are pushing for- 
ward as rapidly as possible their 
program of expanding refinery 
facilities; and that the motion 
picture industry of New York 
(including film processing, print- 


ing of duplicates, news-reels, film _ 


exchanges, trade publications, 
popular screen magazines, adver- 
tising, exports, executive, ad- 
ministrative, etc.) is actually 
slightly larger than that of Cali- 
fornia. 

Despite the phenomenal success 
of the Bank of America at San 
Francisco, one of the world’s 


largest banks, with total assets 
at the year-end of $5,765,525,193, 
and the Security First National 
Bank of Los Angeles with $1,723,- 
003,377, it is not likely that these 
institutions have any intention of 
wresting the world’s financial 
leadership from New York City, 
which has nine commercial banks 
each with assets over $1 billion, 
and it is the country’s center for 
investment banking and under- 
writing, for stock exchange trad- 
ing, for corporation law, for in- 
surance, and for international 
finance. 


Outlook For Aircrafts Under 
Unified Military Forces 


(Continued from page 593) 
concern or group of companies 
could shoulder the financial bur- 
den without increased Govern- 
ment assistance, that is for long. 
Yet until now, competition has 
forced numerous individual con- 
cerns to expend millions annually 
in the field of research and de- 
velopment work, and a great deal 
of the activity has been over-lap- 
ping. As a result, these huge out- 
lays have cut severely into profit 
margins. 

On July 22, 1947, Congress sup- 
plemented the President’s efforts 
by establishing a Joint Congres- 
sional Air Policy Board that is 
to study the entire problem by it- 
self and report by March 1, 1948. 
When President Truman seem- 
ingly extended himself by re- 
questing Congress to appropriate 
$220 million for air research for 
the 1947-48 fiscal year, both the 
Senate and the House granted his 
request in full. And as for pro- 
curement of new aircraft, Con- 
gress, despite its economy mind- 
edness, authorized total contracts 
for this purpose by the AAF and 
the Navy Air Arm of $924 mil- 
lion, contrasted with the Presi- 
dent’s budgetary request for only 
$764,490,000. More concrete proof 
of how the Legislators are think- 
ing could hardly be given. 


Independent Air Force 


On August 18 President Tru- 
man’s Air Coordinating Commit- 
tee, made up of government of- 
ficials, made public the results of 
their survey of aviation. Their 
report emphasized ‘Since control 
of the air... is a prerequisite to 
success of military operations, the 
United States should maintain... 
aviation forces . . . sufficient in 
strength and _ effectiveness to 
launch an air offensive which will 
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cripple any aggression at its 
source.” The Committee recom- 
mended that aircraft plants be 
spread throughout the country 
and key underground plants be 
established and that competition 
be encouraged. 
President Truman transmitted 
the survey to the temporary Air 
Policy Committee, a group of pri- 
vate citizens appointed by him on 
July 18 to assist in formulating 
a national policy. This committee 
of private individuals appears to 
be the result of the recommenda- 
tion of Secretary of War Kenneth 
Royall, who in addressing the 
Aircraft Industries Association 
last May stated: “I personally 
feel that the chances of attain- 
ing our objectives would be in- 
creased if a group of outstanding 
American citizens should be 
formed and this group should pre- 
sent to the people of the country 
a concrete and definite plan for 
sufficient present air power and 
for the maintenance of the neces- 
sary aircraft industry. The group 
would consist of men of outstand- 
ing reputation and totally disin- 
terested persons — not connected 
with any government department 
—and not connected in any way 
with the aircraft industry. They 
could thus consider the entire 
problem without the tag—or the 
charge—of either bureaucracy or 
selfishness. They would realize 
that there is an expenditure point 
beyond which this nation—or any 
other democracy—will not go in 
peacetime. They will balance those 
facts against military necessity.” 
Quite aside from all the above 
mentioned recent activities by 
Washington that should prove 
beneficial to the aircraft indus- 
try, still another move on Capitol 
Hill has aroused widespread en- 
thusiasm in this particular trade. 
This has been the measure signed 
by Mr. Truman to unify the 
Armed Forces. Stripped of verb- 
age, this Act has caused the long 
cherished dream of the Air Forces 
to come true, after decades of 
struggling. The units now will 
have independence on a par with 
the other services and with more 
money to spend than either the 
Army or the Navy. Henceforth 
they will be given a free rein to 
decide how air power is to be de- 
veloped. The new U. S. Air Force 
takes over practically all of the 
functions formerly allotted to the 
Army in this field and though the 
Navy retains its Air Arm, its ac- 
tivities will be closely co-ordinated 
with the new supreme authority. 
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In several respects this new set-up 
should benefit the aircraft indus- 
try substantially. In the first 
place, public opinion is bound to 
be stimulated widely by the 
stepped up activities of this glam- 
orous military body. If the aver- 
age citizen does not become more 
air minded than ever it won’t be 
the fault of the USAF. In the 
next place this new top ranking 
unit in our National Defense Pro- 
gram will be obliged to implement 
some encouraging proposals to cut 
out a lot of red tape, duplications 
of authority among a dozen Fed- 
eral agencies, and co-ordinate 
much of the work now done by 
various manufacturers in the 
field. A single procurement divi- 
sion, rather than a multitude, will 
place all orders where they can 
best be handled, tending to spe- 
cialize concerns in the industry 
according to their merits and fa- 
cilities. This could be decidedly 
constructive in simplifying the 
operations of many large aircraft 
manufacturers that now find it 
very expensive to operate along 
present very broad lines. With 
standardization of designs and 
parts much improved, and a 
smoother flow of materials as- 
sured all along the line, output of 
military planes should be speeded 
up substantially. 

Above all, perhaps, is the in- 
creasing prospect, that after the 
reports of the Presidential and 
Congressional Commission are 
made available, the USAF will 
spearhead a move to arouse pub- 
lic opinion in favor of all that may 
be recommended. Beyond much 
question, this will include meas- 
ures to assure at least five years 
of uninterrupted work by the air- 
craft industry, ample volume to 
absorb their necessarily high 
overhead costs, and plenty of time 
and elbow to work out the prob- 
lems of the individual concerns so 
important in the over all picture. 

On an appended table we list 
22 aircraft concerns, showing per- 
tinent statistical data brought up 
to date where figures have been 
available. This provides an inter- 
esting basis for study and com- 
parisons, although in most in- 
stances a knowledge of what is go- 
ing on with individual companies 
at present is more important than 
any past performance. The prev- 
alence of deficits reported during 
1946 and in the first half of 1947 
tells its own story for the indus- 
try, but as we have pointed out, 
in many cases considerable im- 
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show up later in the year. About 
40% of the concerns listed have 
paid no dividends in the past 12 
months, and those that have made 
distributions to shareholders have 
either paid out a very liberal pro- 
portion of net earnings, or paid 
them from earnings accumulated 
in past years. That some of the 
large units like Consolidated Vul- 
tee, Curtiss-Wright, Douglas, 
Wright and Boeing have paid 
more than they earned during last 
year or in the second quarter 
quite reasonably may reflect con- 
fidence by their managements 
that a turn for the better is just 
around the corner. That this sit- 
uation may be nip and_ tuck, 
though, in view of the increas- 
ingly large inventories that have 
to be carried pending delivery on 
orders, is shown by the action 
of Glenn L. Martin last May in 
omitting the 75 cents per share 
quarterly dividend it had pre- 
viously paid. Despite reported 
working capital of $42 million at 
the beginning of 1947, this con- 
cern has since borrowed $3 million 
from a bank and $16.6 million 
from the RFC. Need for this ad- 
ditional working capital was be- 
cause changes in the 2-0-2 trans- 
port planes had caused deferment 
ment of volume deliveries for sev- 
eral months longer than had been 
expected. As this explanation 
brings sharply to the front the 
major problem that has been con- 
fronting most of the aircraft man- 
ufacturers for many months past, 





provement in this respect mayit carries decided significance. 
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Other companies for similar rea- 
wise to be a bit more caution in 
their dividend policies. On the 
other hand, it is equally signifi- 
cant that though volume deliv- 
eries have been deferred through 
changes in plane design or by 
shortage of supplies, the time may 
not be far off when the new big 
ships will be enroute to their buy- 
ers on a large scale. When that 
happy time arrives some very in- 
teresting profits should begin to 
appear on the books of the leading 
manufacturers, and their hundred 
of millions of dollars in backlog 
orders will begin to melt rapidly, 
unless reinforced by sizable new 
contracts from the Government. 
As we have pointed out, this lat- 
ter aid is almost sure to appear, in 
the light of recent developments 
in Washington. 


All said, the aircraft shares 
generally seem so thoroughly de- 
flated by current dismal earnings 
that considerable speculative ap- 
peal attaches to this group, espe- 
cially for a long term pull. And if 
and when interim reports begin 
to show the development of an up- 
trend in earnings, it might prove 
a spark to encourage the specu- 
lators. Too much importance must 
not be placed upon the price earn- 
ings ratios and dividend yields 
shown on our table, for they could 
easily change one way or another 
rather fast during near term 
months. But through well consid- 
ered selectivity and timing, in- 
vestors with an eye on potential 
appreciation should find some con- 
structive opportunities in this in- 
teresting field. 





Farm Equipments 
Halfway to Saturation? 





(Continued from page 599) 
Plant improvements have bene- 
fitted profit margins. The com- 
pany is now spending $2 million 
to increase productive capacity of 
its Pittsburgh transformer plant 
by 50%. 

B. F. Avery & Sons, now pro- 
ducing a full line of power equip- 
ment, has expanded its distribu- 
tion facilities through agreements 
with Montgomery Ward and the 
Ferguson-Sherman Manufactur- 
ing Co. The company is now offer- 
ing tractors and tractor-drawn 
equipment, and has broadened its 
lines of other farm equipment. 

J. I. Case, fourth largest farm 
equipment manufacturer, pro- 
duces a complete line of agricul- 
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tural machinery. Before the war 
foreign business made up nearly 
20% of total sales. Settlement of 
the strike in March of this year, 
and easier flow of materials, have 
made possible sharp gains in pro- 
duction. The company has devel- 
oped a line of low-priced imple- 
ments suitable for small farms. 


Deere & Co. recently completed 
new financing to add to its general 
funds for expansion purposes and 
to meet future development re- 
quirements. The company has a 
strong trade position. Second larg- 
est farm equipment manufacturer, 
Deere produces a complete line of 
farm equipment, with emphasis 
on tractors. 


Gleaner Harvester is a relatively 
small producer of combines, ex- 
clusively, distributing its products 
through grain producing areas in 
the Northwest, Missori, Kansas, 
Nebraska, Oklahoma and Texas. 
The company has improved its 
manufacturing facilities lately. 
Demand for harvest machinery in 
the company’s territories continu- 
es to exceed the company’s produc- 
ing ability. 


International Harvester has 
broadened its production lines, 
and is now in the midst of a 


$134 million plant expansion pro- . 


gram. A large growth potential 
exists in the new Farnall Cub 
tractor. 


Minneapolis-Moline is a com- 
paratively small farm equipment 
manufacturer, which has been op- 
erating at capacity with improve- 
ment in material and labor sup- 
plies. Foreign sales have been in- 
creasing. The company is one of 
the “marginal” producers in the 
industry. 


F. E. Myers & Bro. is a leading 
manufacturer of pumps of all 
sizes, also produces hand and 
power spraying outfits, water sys- 
tems for household and industrial 
use and other farm hardware and 
equipment. Pumps normally ac- 
count for about 80% of sales. 
Production interruptions result- 
ing from shift of operations into 
new quarters this past month has 
cut into recent earnings. 


Oliver Corp., a medium sized 
manufacturer of farm equipment, 
has broadened its scope of opera- 
tions by acquisition of the Cleve- 
land Tractor Co., and should par- 
ticipate to some extent in the 
considerable peacetime highway 
and general construction pro- 
grams. 








Electrical Equipments 
Today and Tomorrow 


(Continued from page 603) 
Towne also has announced plans 
for entering the field. This evi- 
dence of more intense competition 
not only reflects expectations of 
an encouraging cyclical expansion 
in the market for appliances when 
residential building reaches its 
anticipated boom, but also indi- 
cates a willingness to accept 
smaller margins and raises the 
question as to whether larger vol- 
ume in coming months may af- 
ford commensurate profits. 

The fact that conditions have 
returned approximately to a 
peacetime basis is both reassur- 
ing and to some extent disappoint- 
ing. Restoration of normal com- 
petition tends to allay fears of a 
boom and subsequent recession in- 
volving costly readjustments. 





-There also is satisfaction in in- 


dications that inexperienced new- 
comers to the industry are failing 
to make important headway in 
capturing business of established 
manufacturers. The brief interval 
between the era of wartime short- 
ages and today’s abundance has 
been too short to gain public ac- 
ceptance. 


Profit Margins Smaller 
Than Expected 


On the other hand, manufactur- 
ers of appliances have had little 
opportunity to enjoy the benefits 
of the hoped for deferred demand, 
as in the case of motor car pro- 
ducers. Hence, although sales vol- 
ume compares favorably with pre- 
war experience, profit margins 
have been smaller than manage- 
ments had reason to anticipate. 
Indications point to continuation 
of such conditions, inasmuch as 
costs of materials and wages are 
rising at the expense of profits. 
Those manufactures having large 
inventories of materials purchased 
at lower prices feel reluctant to 
advance selling prices and “hold 
an umbrella” over competitors 
whose costs have risen. Accord- 
ingly, it is evident that competi- 
tion in the industry may become 
increasingly active with the 
stronger companies setting the 
pace. 

If consumer interest should 
gain momentum with the stim- 
ulus of terminal leave bond cash- 
ing and larger farm income, man- 
ufacturers may be able to advance 
prices to compensate for increased 
costs, thereby maintaining rea- 
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common stocks but preferred stocks and bonds 
are included where outstanding price apprecia- 
tion is indicated. 


Low-Priced Opportunities . . . Securities in the low- 
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near-term profit. Average price under 15. 
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UNITED CARBON COMPANY 


DIVIDEND NOTICE 
A quarterly dividend of 50 cents per share 
has been declared on the Common Stock of 
said Company, payable September 10, 1947 
to stockholders of record at 3 o'clock P. M. on 
August 22, 19047. 
C. H. McHenry, Secretary. 











sonably good first half results. On 
the other hand, if margins are 
further lowered in the final quar- 
ter of the year, net profits may 
fall short of current estimates 
based on figures for the first six 
months. 

Here again it is difficult to ap- 
ply the same generalizations to all 
segments of the industry. Some 
concerns, such as those engaged 
in manufacturing heavy generat- 
ing equipment, turbines, etc., as 
well as switches, industrial de- 
vices and small motors, seem as- 
sured of favorable conditions for 
several months to a year or 
longer. It is a case of demand ex- 
ceeding supply of essential prod- 
ucts. In this category chief bene- 
ficiaries are General Electric and 
Westinghouse, more than half of 
whose output ordinarily consists 
of heavy goods. Manufacturers of 
electric controls used largely in 
industry, such as Cutler-Hammer, 
Square D Company, Line Material 
and Sangamo Electric, also have 
been doing well and should con- 
tinue to experience satisfactory 
results. Leading makers of small 
motors include Master Electric, 
Emerson Electric Manufacturing. 

In recognition of recent earn- 
ings improvement, McGraw Elec- 
tric, Master Electric and Cutler- 
Hammer raised their dividends. 
Master also reported unfilled or- 
ders on hand approximated $10 
million and that shipments of 
motor and generating equipment 
were running at the annual rate 
of almost $16 million. Less is 
heard of prosperity in case of con- 
cerns concentrating on measuring 
instruments or on small household 
items, such as irons, toasters, 
waffle irons for which demand is 
less stable than for heavier lines. 

High Purchasing Power Helps 

The two principal factors which 
give promise of a strong stimu- 
lant to manufacturers are (1) 
continued rise in national pur- 
chasing power and (2) steady im- 
provement in the supply of mate- 
rials permitting manufacturers 
to increase output with conse- 
quent economies in production 
costs. Although principal house- 
hold items have become increas- 
ingly essential even in homes of 
the lower income group, never- 
theless sales tend to fluctuate 
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closely with national disposable called “off brand” radios have been 


income. In view of the fact that in- 
come has continued to climb and 
has reached a new high as a result 
of another wave of wage increases, 
there is basis for feeling that de- 
mand may be well sustained for 
the most essential appliances. 
National purchasing power 
seems certain of being suddenly 
enlarged in the next few weeks 
as millions of GI’s begin cashing 
terminal leave bonds under the 
arrangement recently approved by 
Congress. The total cash value of 
such bonds that become redeem- 
able in September is estimated at 
$1.8 billion. On the basis of 1936 
soldiers’ bonus distribution treas- 
ury experts calculate that about 


‘half of the bonds will be presented 


for redemption within the first 
month or six weeks and that prob- 
ably 75 per cent will be cashed 
before the end of the year. This 
seems to suggest that national 
purchasing power may be swelled 
by more than $1 billion by the 
time holiday trade reaches its 
peak toward the end of the year. 

It is worth observing also that 
agricultural purchasing power is 
expanding at a record rate and 
seems certain to reach a level this 
year well in excess of the record 
figures established in 1946. 

A study of consumer purchas- 
ing habits indicates that expendi- 
tures of bonus money and boun- 
tiful crop receipts usually have 
been concentrated on motor cars 
or household supplies such as elec- 
trical appliances, furniture, rugs, 
draperies and kitchen ware. Thus 
with an exceptionally large expan- 
sion in national income imminent, 
sales of household appliances may 
feel the impetus in the closing 
months of the year. 


Unbalanced Inventories 


Although inventories of appli- 
ances in the hands of dealers are 
larger than in many years and 
would be considered adequate un- 
der normal conditions, there is a 
disposition in the trade to think 
that temporary shortages may 
develop for refrigerators and 
washing machines. Supplies of 
these articles have been suffi- 
ciently large in recent months to 
justify advertising campaigns on 
the part of distributors. More- 
over, it has been noticed that 
manufacturers have been reluc- 
tant to advance prices on appli- 
ances to reflect rising steel prices 
except in the case of washing ma- 
chines. Competition has been 
keenest in the radio field where so- 


offered at sharp concessions. Thus 
far this keen competition has been 
restricted largely to the radio 
segment of the industry and par- 
ticularly to table models. Small 
portable radios and higher priced 
consoles have not been overpro- 
duced to the same extent evident 
in table models. Evidence that 
this industry has made unusual 
progress toward a normal peace- 
time basis is found in an analysis 
of recent Department of Com- 
merce data on retail trade. Com- 
parison of sales volume in various 
types of merchandisers over the 
past few years has afforded a 
fairly reliable breakdown of per- 
centages of national disposable 
income disbursed through the 
several types of stores. During 
the war it was interesting to note 
that expenditures in eating and 
drinking places and in women’s 
apparel and accessories shops rose 
to record high figures while sales 
of motor vehicle dealers, of filling 
stations and of chain stores spe- 
cializing in automotive parts fell 
precipitately. These departures 
from normal were readily under- 
standable and now that durable 
goods are becoming available in 
satisfactory quantities and spend- 
ing habits are changing, it is in- 
teresting to observe the trend to 
normal relationships. In household 
appliances and radios, for ex- 
ample, the Department of Com- 
merce figures show that in the 
first half of this year purchases 
took 5 per cent more of disposable 
income than normal whereas in 
the corresponding period of 1946 
income diverted to this group was 
25 per cent under normal. Effects 
of the sharp rise in living costs, 
especially foods, show up in the 
figures for grocery store sales. 
Income diverted to such stores 
was 39 per cent above normal in 
the first half this year compared 
with only 21 per cent in the first 
six months of 1946. This factor 
calls attention to a threat not only 
to manufacturers of household ap- 
pliances but to other industries 
dependent on the consumer dollar. 


On the other hand if commodity 
prices show an indication of de- 
clining over the next several 
months this development would 
offer hope of a gradual return to 
more normal relationships in 
spending of national income. 
Hence with food requirements 
taking less of the weekly pay en- 
velope, more funds would be avail- 
able for items in the family bud- 
get which have been squeezed. 
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REET 


Let’s Wake Up Rip Van Winkle! 


Millions of bushels of food may rot in our fields this harvest time, instead of 
being available to the world’s markets — because we are short of freight cars. 


Here is a way that thousands of cars can be freed for service in a hurry. 


ie you interested in the price of 
food? Does it give you a twinge to 
see those pictures of mountains of 
wheat piled on the ground and pota- 
toes going to rot—when there’s a des- 
perate world food crisis? 


The bottle-neck is our freight-car 
shortage. But thousands of cars could 
be freed by a single decision—if old- 
line railroad managements would act. 


Don’t Blame the War! 


This is hard to believe, but it’s true: 
we have today only three-fourths as 
many freight cars in our country as we 
had twenty years ago. This shrunken 
fleet is now called cn to handle the 
greatest peacetime traffic in history. 
And the war itself is not to blame 
for the shortage—for in no single year 
from 1925 to the start of hostilities 
did the railroad industry buy as many 
cars as it junked. Twenty years is a 
long time for even Rip Van Winkle 
to sleep! 


What Can Be Done? 


There is at least one remedy that can 
be applied at once—despite the steel 
shortage and other difficulties in car- 
building. This remedy requires no new 
equipment, no period of time—nothing 
but an act of management: 


Lift what appear to be agreements 
between railroads that deliberately 
slow down freight trains! 


Here is an example. There are 
eight important routes by which you 
can ship “fast” freight from California 
to Chicago. These routes vary in length 
as much as 450 miles. But, curiously, 
the time schedule for each of the eight 
is exactly 118 hours—and 20 minutes! 


Similarly, scheduled freight trains 
moving west over the important routes 
from Chicago to the Coast areas, de- 
spite great differences in terrain and 
mileage, take exactly 120 hours—on 
the nose! 


Is This Free Competition? 


Could it be that these schedules are 
fixed by agreement’? Thet the trains 


Are old-line managements asleep in the dell while many freight 
trains creep at a snail’s pace—by agreement? 


which could be fastest are held back 
for the slowest—so that no road can 
have even the slightest competitive 
advantage? 


Railroad men know that, in many 
instances, a whole day could be cut off 
these schedules between California and 
Chicago—if managements would sim- 
ply order it. If that were done, on these 
roads and on others, it would ease the 
national car shortage at once! 


There is good reason to believe that 
by lifting deliberate freight slow- 
downs, on the roads that still practice 
them, we could provide more cars this 
summer and fall than our shops can 
possibly build, And every car is des- 
perately needed! 


A Call For Action! 


The next few weeks will be the critical 
ones in our food problem. Our wheat 
crop is estimated to exceed any pre- 
vious record by 300 million bushels. 
It is even now being piled in the fields 
—for want of cars. 


If you feel as strongly about this as 
the C&O does, write to your news- 
paper and your congressman. 


Ask them to stir up Rip Van Winkle 
—and tell him that time is short. De- 
mand that our trains be scheduled not 
merely to suit the private deals of the 
railroads, but so that we can make the 
best use, for the whole public, of our 
depleted stock of freight cars! 


The Chesapeake and Ohio Railway 


Terminal Tower, Cleveland 1, Ohio 











"These are hazardous times for the investor. The 
fortunes, of companies, industries and nations are 
changing, The fiscal, foreign and labor policies of the 
United States are undergoing change. Your invest- 
ments must also be expertly adjusted to new conditions 

weaind to-bsing you safety, income and profit. 


eh this setting your securities need the capable, per- 
sonal supervision rendered by this Service with its 
background of 39 years of successful counsel. No 
other is more complete and definite. 


Time to Revise Your Present Account 


First, a detailed report is prepared for you analyzing 
your entire list—taking into consideration income, 
safety, diversification, enhancement probabilities, suit- 
ability to your needs and to tomorrow's outlook. 


Specific counsel is offered on each issue you own. Any 
unfavorable securities are indicated with reasons for 
selling. Current recommendations are given for strong 
substitutions, If part or all of your account should be 
held temporarily liquid, you are so advised. 


Continuous Supervision for Better Results 


Your securities are held under the constant observa- 
tion of a trained, experienced Account executive 
Working closely with the Directing Board, he takes the 
initiative in advising you as to the position of your 
holdings. It is never neccessary for you to consult us. 


At frequent intervals you receive reports on any im- 
portant changes which affect your securities. You will 
be told what to do in relation .to exchange offers, 
refunding, stock split-ups, stock dividends and other 
developments. 


When changes are recommended, precise instructions 
as to why to sell or buy are given, together with counsel 
as to the prices at which to act. Alert advice by first 
class mail, air mail or telegraph, relieves you of any 
doubt concerning your investments. 


Tax Help and Consultation 


You can consult us on any special investment problems 
you face. We keep in mind the tax consequence of each 
transaction and help you to minimize your tax liability. 


Secure Greater Safety—Income—Profit 


_if your investments exceed $20,000 


Our fee is allowed as a deduction for tax purposes, con- 
siberably reducing the net cost to you. 


Confidential Weekly News Letter 


Each week you receive a four-page summary of the out- 
look for business, price controls, foreign news, Wash- 
ington developments and the latest figures on our 
market indexes. This merely supplements our personal 
supervision of your individual investments—giving the 
background for our policies and advice. 


Annual Progress Reports Prove Our Ability 


Investment Management Service has grown and pros- 
pered by earning the renewals of its clients through 
results obtained. Throughout the year we keep a record 
of each transaction as you follow our recommendations. 
At the end of your annual enrollment you receive your 
audit of your account showing just how much profit 
and income you received. On this clear record, you are 
sole judge as to whether our service is worth a great 
deal more to you than its cost. 


How Our Fee Is Determined 


Annual charge for our Service depends upon the size of 
the account. For portfolios below $40,000 value, our 
minimum yearly fee of $300 applies. For accounts of 
more than $40,000 our charge 1s figured at 34 of 1% 
of the value of stocks and cash held, plus 4 of 1% of 
the value of your bonds, There is no charge for Gov- 
ernment bonds. One sum, paid in advance, covers 
complete supervision—we do not ask any percentage 
of profits produced for you. 


Enroll Now for Immediate Benefits 


Enrollment now will assure your capital of competent 
prompt advice which in the next twelve months should 
prove highly productive for you. With your check, 
send us a complete list of your securities, indicating 
amounts and buying prices. Also, state your personal 
objectives and needs so our counsel can be as valuable 
as possible. By the end of a year we believe you will 
agree with a Massachusetts investor who just renewed 
for the fifth year, stating: “I am grateful and pleased 
with your careful and excellent management of my 
portfolio.” 


INVESTMENT MANAGEMENT SERVICE 


A Division of The Magazine of Wall Street 
90 BROAD STREET NEW YORK 4, N. Y. 








